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COMMENT. 

Peace  and  Progress;   The  Sage  Foundation;   The  Reductio  ad 
Absurdum  of  Socialism  in  France. 

T^HE  resolutions  adopted  by  the  great  Peace  Conference, 
-*•  which  met  in  New  York,  April  14  to  17,  are  so  practical 
and  so  rational  that  they  cannot  fail  to  do  much  towards  pro- 
moting the  cause  of  international  arbitration,  and,  therefore, 
diminishing  the  waste  and  suffering  of  unnecessary  wars.  It  is 
a  mistake,  however,  to  consider  war  simply  as  a  n^ans  of  settling 
questions  of  rights  arising  between  nations,  as  seemed  to  be  the  tacit 
asstunption  at  the  Peace  Congress.  To  one  who  studies  impar- 
tially the  progress  of  human  character  and  institutions,  it  is  clear 
that  war  has  performed  functions  of  a  much  broader  character. 
It  has  tended  to  develop  certain  traits  in  the  individual.  It  has 
imdoubtedly  had  an  influence  upon  the  physique  of  mankind,  and 
it  has  often  indirectly,  yet  powerfully,  affected  the  character  of 
institutions.  Whether,  apart  from  the  suffering  and  loss  which 
ever  attend  it,  its  social  effects  have,  on  the  whole,  been  good 
or  bad  need  not  be  considered  in  this  place.  The  question  is  such 
a  large  one  that  we  could  hardly  expect  the  most  erudite  book 
on  the  subject  to  lead  to  an  absolutely  convincing  conclusion. 
Its  effects  in  stimulating  invention,  and  thus  indirectly  aiding 
industry,  were  set  forth  in  an  essay  published  in  this  Review  ten 
years  ago.  Its  influence  upon  evolution,  especially  the  develop- 
ment of  the  individual,  was  treated  at  length  by  Schallmayer  in 
his  "Vererbung  tmd  Auslese  im  Lebenslauf  der  Volker,"  with  the 
result,  which,  however,  has  been  disputed  by  others,  that  war 
has,  on  the  whole,  weakened  rather  than  strengthened  mankind. 
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The  influence  of  war  upon  institutions,  especially  upon  the 
form  of  the  government,  is  also  familiar  to  all  students  of  history. 
Miss  Addams,  in  her  stimulating  work  on  "Newer  Ideals  of 
Peace,"  attributes  some  of  the  faults  of  our  municipal  govern- 
ment to  the  survival  of  military  ideals.  Yet  every  historian 
knows  how  many  institutions  which  make  for  liberty  have  indi- 
rectly been  brought  about  by  war.  The  Crusades,  for  instance, 
by  drawing  off  and  impoverishing  the  nobility,  did  much  to  fur- 
ther the  development  of  municipal  self-government  in  the  Middle 
Ages.  The  power  of  the  British  House  of  Commons,  the  mother 
of  modem  representative  assemblies,  was  doubtless  increased  by 
the  need  of  money  created  by  war.  It  was  war  which  changed 
France  from  an  empire  into  a  republic;  it  was  war  which  abol- 
ished slavery  in  the  United  States;  while  many  important  eco- 
nomic institutions,  such  as  the  establishment  of  a  uniform  system 
of  currency  in  Germany  and  of  a  imiform  bank  note  system  in 
the  United  States,  have  been  clearly  traceable  to  the  effects  of 
war. 

The  important  point  to  consider  now  is  not  the  purely  theoreti- 
cal one  whether  the  good  things  which  we  owe  to  war  might  have 
been  brought  about  in  the  past  through  some  other  agency.  If 
we  concede  that  some  good  things  have  come  out  of  war,  the 
more  practical  question  is,  can  we  devise  any  method  by  which  we 
may  still  secure  these  blessings  in  the  future  without  the  rough 
and  elemental  forces  which  war  liberates?  Let  us  imagine,  for 
instance,  that  through  a  sudden  development  of  ethical  sense,  or 
through  some  other  agency  of  superlative  power,  Europe  had 
decided  to  beat  its  swords  into  plowshares  at  the  Treaty  of 
Vienna,  when  the  cost  and  destructiveness  of  war  were  perhaps 
more  evident  and  more  felt  than  at  any  time  in  European  history 
since  the  Thirty  Years'  War.  We,  of  course,  assume  that  civil 
war  would,  under  these  conditions,  be  considered  quite  as  much 
an  anachronism  as  international  war.  What  would  have  hap- 
pened? France  would  probably  have  remained  a  reactionary 
monarchy.  In  the  place  of  a  strwig  German  empire,  with  its 
wonderful  economic  development,  its  uniform  currency  and  cus- 
toms houses,  its  beneficent  laws  for  the  improvement  of  the  con- 
dition of  the  people,  its  diminishing  death-rate  due  to  better 
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sanitation,  we  might  still  have  a  loose  collection  of  petty  states, 
each  with  its  small  court,  its  own  customs  houses  and  taxes,  its 
o\VTi  S3fstem  of  currency  and  banking,  its  own  policy  with  regard 
to  highways,  sanitation  and  industry.  In  the  United  States^ 
leaving  out  of  account  altogether  the  accessions  of  territory 
brought  about  by  the  Mexican  War,  we  should  either  have  a 
country  with  slaverj^  prevailing  south  of  Mason  and  Dixon's 
line^  or  we  should  have  had  a  peaceful  separation  of  the  States, 
instead  of  our  Civil  War,  and  the  Southern  Confederation  exist- 
ing as  a  state  based  upon  slave  labor.  To  take  but  a  single  exam- 
ple, that  of  Germany,— is  there  any  power  short  of  war  or  the 
threat  of  war  which  might  have  been  set  in  motion  to  overcome 
the  petty  particularism  of  the  small  states,  and  to  make  possible 
these  economic  institutions,  without  which  the  rapidly  increasing 
population  could  hardly  be  adequately  supported? 

These  are  cases  which  international  arbitration  cannot  touch, 
Prussia,  e,  g.,  could  not  have  asked  a  tribunal  to  decide  that  the 
other  German  states  sliould  unite  with  it  to  form  an  empire,  and 
make  its  king  the  emperor  ex  officio.  Some  stronger  power  is 
necessary  to  bring  about  the  adjustment  of  legal  institutions  to 
expanding  economic  demands,  and  under  a  system  of  inter- 
national law  which  recognizes  the  independence  of  sovereignties, 
any  small  state  may  easily,  by  mere  conservatisni,  thwart  the 
legitimate  demands  of  more  progressive  states  for  improved 
means  of  commimication,  for  better  sanitary  conditions,  or  for  a 
better  form  of  goveniment.  Municipal  law  has  provided  for 
such  cases  of  obstinacy  on  the  part  of  the  individual  by  the  insti- 
tution of  the  law  of  eminent  domain.  If  a  land-owner  insists  on 
blocking  a  railroad  by  demanding  an  exorbitant  price  for  the 
right  of  way,  or  refusing  to  sell,  he  can  be  expropriated.  The 
$ame  principle  applies  to  some  other  public  enterprises,  and  a  bill 
has  even  been  introduced  into  the  Connecticut  legislature  giving 
this  right  to  electric  companies.  Just  how  far  and  in  what  cases 
the  individual  property  rights  may  be  thus  subordinated  to  the 
interests  of  the  general  public  must  depend  upon  conditions, 
which  vary  from  time  to  time  according  to  the  progress  of  inven- 
tion, but  soroe  such  subordination  there  must  be  in  every  modem 
State, 
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No  such  principle,  however,  is  recognized  in  international  law. 
Nothing  but  the  old-fashioned  application  of  force  has  thus  far 
seemed  sufficient  to  overcome  the  natural  inertia  of  small  and 
conservative  states,  and  force  them  to  adapt  themselves  to  modem 
conditions  of  progress.  It  seems  clear,  therefore,  that  if  ever  the 
doors  of  the  Temple  of  Janus  are  to  be  permanently  closed,  we 
must  prepare  ourselves  to  provide  a  substitute  for  the  advantages 
which  war  in  its  rude  and  elemental  way  has  hitherto  conferred 
upon  the  world  by  arousing  the  lethargy  of  the  conservative 
states,  and  giving  those  that  are  progressive  an  opportimity  for 
expansion. 

There  must  be  not  only  an  international  police  force,  such  as 
has  been  advocated  by  some  of  the  speakers  at  the  Peace  Con- 
gress, but  there  must  also  be  a  kind  of  an  international  law  of 
eminent  domain,  by  which  individual  states  may  be  prevented 
in  an  emergency  from  standing  in  the  way  of  the  progress 
demanded  by  others.  For  this  we  need  not  merely  a  court  of 
arbitration,  but  literally  a  "parliament  of  man,"  a  "federation 
of  the  world." 

There  is  an  inspiration  in  the  very  title  of  the  Sage  Foundation 
"to  improve  social  and  living  conditions."  A  standard  is  set  for 
future  givers  in  the  breadth  and  elasticity  of  the  terms  defining 
the  purpose  and  methods  of  the  trust.  The  ten  millions  of  dollars 
given  by  Mrs.  Russell  Sage  are  entrusted  to  a  board  of  trustees 
with  apparently  full  power  to  use  the  income  in  any  manner  that 
may  seem  to  them  wise  for  the  purpose  indicated.  The  magni- 
tude of  the  gift  is  impressive  when  we  compare  it  with  the  sums 
devoted  to  other  purposes.  Exactly  the  same  sum,  for  instance, 
was  g^ven  by  Mr.  Carnegie  to  establish  the  Carnegie  Institution 
of  Washington,  but  this  Institution  embraces  all  knowledge  as  its 
province.  The  sum  is  larger  than  the  entire  property  of  our 
oldest  universities  a  generation  ago.  Very  wisely  the  statement 
issued  by  Mrs.  Sage,  enumerating  the  means  to  be  used,  begins 
with  "research,  publication,  education,"  indicating  the  scientific 
and  careful  method  which  is  to  be  pursued,  though  the  statement 
also  considers  "the  establishment  and  maintenance  of  charitable 
and  beneficial  activities,  agencies  and  institutions,  and  the  aid  of 
any  such  activities,  agencies  and  institutions  already  established." 
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This  very  breadth  might  lead  niany  a  well-meaning  board  of 
trustee  into  a  policy  which  would  dissipate  the  income  of  the 
fluid  in  experiments^  and  so  subdivide  its  uses  as  to  make  it  inef- 
fective. The  character  of  the  board  of  eight,  however,  which 
includes  such  men  and  women  as  Robert  W.  De Forest  and  Miss 
Helen  Goitld  of  New  York,  Daniel  C  Oilman  and  John  M. 
Glenn  of  BaUimore,  is  a  sufficient  guarantee  that,  for  the  present 
at  least,  the  best  thought  that  wisdom  and  experience  can  suggest 
will  be  applied  to  the  administration  of  the  trust.  It  is  apparently 
the  intention  of  the  board  to  move  slowly,  and  to  get  as  much 
light  as  possible  before  doing  anything.  Indeed  it  would  seem 
as  if,  before  undertaking  even  an  investigation,  it  would  be  well 
to  ascertain  what  kind  of  investigation  is  likely  to  prove  most 
fruitful  Fortunately,  the  field  for  investigation  is  broad  enough 
to  attract  the  most  ambitious  scholar.  Though  poverty,  vice,  and 
crime  are  familiar  incidents  of  life,  and  have  been  for  centuries, 
we  still  lack  a  really  full,  impartial,  and  comprehensive  investiga- 
ticm  into  the  causes  of  these  evils,  A  valuable  work  would  be 
done  if  such  a  statistical  investigation,  covering  of  necessity 
limited  areas,  but  covering  these  ca^refully,  and  covering  areas 
typical  of  diflferent  economic  and  social  conditions,  could  be  made. 
Indeed,  some  such  investigation  seems  to  be  suggested  as  one  of 
the  very  first  things  to  be  undertaken  in  the  statement  which  has 
been  published. 

There  is  another  important  field  of  research  which  lies  very 
near  at  hand,  and  which  is  still  un worked.  It  would  be  very 
desirable  to  find  out  how  much  is  expended  every  year  in  a  given 
community  for  various  charitable  and  philanthropic  purposes,  such 
as  the  care  of  the  sick  and  of  children,  the  help  of  the  poor,  pro- 
vision for  kindergartens,  day  nurseries,  etc.  While  it  is  possible 
to  ascertain  how  much  is  expaided  by  the  city,  county,  or  State, 
for  these  purposes,  there  are  few,  if  any,  communities  in  which 
it  is  possible  to  state  with  accuracy  how  large  an  expenditure  is 
made  by  the  churches,  philanthropic  societies,  and  individuals. 
The  casual  almsgiving  of  one  person  to  another  are,  of  course, 
be>'ond  the  field  of  vision  of  the  statistician,  but  it  would  be  pos- 
sible to  ascertain  pretty  closely  the  amount  of  philanthropic 
expenditure  made  by  organizations  in  a  given  city,    If  we  could 
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once  know  more  accurately  the  causes  of  ignorance,  poverty,  and 
vice,  and  find  out  what  efforts  are  already  being  made  to  deal 
with  them,  we  should  have  knowledge  that  would  be  of  great 
value  not  only  to  the  trustees  of  the  Sage  Foundation,  but  also  to 
all  potential  givers. 

One  effect  of  this  foundation,  which  has  an  immediate  interest 
for  our  universities,  should  be  mentioned.  It  can  hardly  fail  to 
considerably  increase  the  demand  for  trained  economists.  In  this 
respect  it  is  significant  of  the  trend  of  events  in  our  country.  A 
generation  ago  there  was  a  comparatively  limited  field  for  eco- 
nomic woric,  excepting  in  the  teaching  departments  of  our  uni- 
versities, and  even  in  these  there  were  comparatively  few  teachers 
below  the  rank  of  professor.  Occasionally  an  economist  like  the 
late  Francis  A.  Walker  was  put  at  the  head  of  the  Census  Bureau, 
but  even  he  was  only  borrowed  from  academic  life,  and  returned 
to  it  as  soon  as  the  enumeration  was  completed^  Now  there  is 
a  steady  demand  for  trained  economists  and  sociologists  entirely 
outside  of  the  teaching  profession.  For  some  years  the  larger 
charity  organization  societies  have  chosen  such  men  as  their  active 
secretaries;  the  social  settlements  have  been  glad  to  make  use  of 
them;  the  government  is  now  demanding  more  and  more  such 
men  for  work  in  the  Departments  at  Washington  and  for  mem- 
bership on  various  State  commissions.  The  Carnegie  Institution 
of  Washington  and  the  Sage  Foundation  have  added  to  this 
demand,  and  will,  we  hope,  in  time  be  in  a  position  to  offer  reason- 
able and  secure  salaries  to  those  who  devote  themselves  to  their 
work.  Here  is  a  rapidly  growing  field  of  activity,  which  should 
attract  the  best  men  in  the  academic  world,  and  which  at  the  same 
time  puts  a  new  responsibility  upon  the  universities  to  supply  the 
talent  and  training  which  these  new  careers  demand. 

The  labor  problems  which  are  now  troubling  the  government 
of  France  have  more  than  a  local  interest,  and  involve  broader 
issues  than  those  raised  by  an  ordinary  strike  for  higher  wages 
or  shorter  hours.  Their  significance  can  hardly  be  appreciated 
except  in  the  light  of  the  development  of  the  law  of  associations 
in  France. 
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At  the  time  of  the  French  Revolution  the  principle  was  adopted 
that  there  should  be  no  state  within  a  state,  and,  therefore,  all 
associations  of  persons  of  the  same  trade  were  prohibited,  and 
even  temporary  combinations  of  laborers  might  be  punished  by 
imprisonment  and  fine  under  Article  426  of  the  Penal  Code.  The 
French  were  very  slow  in  modifying  these  restrictions,  and 
though  professional  associations  were  tolerated  under  the  Second 
Empire,  it  was  not  until  1884  that  a  general  trade  union  law  was 
passed  permitting  associations  of  persons  engaged  in  the  same 
trade  without  the  authorization  of  the  police,  and  giving  them 
corporate  rights  on  compliance  with  very  simple  terms.  Under 
this  law  ordinary  wage-receivers  are  now  at  liberty  to  form 
imions  and  to  strike  if  they  see  fit.  But  the  Penal  Code  in 
Article  126  prohibits  combinations  among  the  functionaries  of 
the  state  to  stop  work  in  such  a  way  as  to  hinder  the  performance 
of  any  service.  Thus,  while  strictly  professional  associations 
have  been  permitted  in  the  civil  service,  it  has  been  held  by  the 
authorities  that  government  employees  could  not  form  trade 
unions,  the  purpose  of  which  might  be  to  inaugurate  strikes. 
Now,  however,  not  only  the  letter  carriers  and  other  employees 
of  the  government  have  claimed  the  right  of  combination  as  one 
of  the  fundamental  rights  of  man,  but  even  the  school  teachers 
have  joined  in  the  movement.  As  a  consequence,  the  government 
has  introduced  a  bill,  the  purpose  of  which  is,  while  clearly  defin- 
ing the  rights  of  associations  formed  among  public  functionaries, 
to  absolutely  prohibit  them  from  going  on  strike. 

Monsieur  Clemenceau,  the  Prime  Minister,  has  clearly  told  the 
office-holders  that  in  entering  the  service  of  the  state  they  acquire 
certain  privileges,  such  as  fixity  of  tenure,  regular  promotion, 
gratuitous  schooling  for  their  children,  reduced  rates  on  the 
railroads,  pensions,  etc.,  and  that  these  rights  involve  on  their 
part  certain  obligations,  among  them  such  a  loyalty  to  the  service 
as  will  prevent  them  from  wantonly  crippling  the  government 
for  their  own  private  profit.  He  shows  that  they  owe  it  equally 
to  their  profession,  to  republican  ideals,  and  to  the  country  to 
oppose  the  principles  of  the  general  federation  of  labor  which 
tries  to  excite  class  hatred  and  breach  of  trust,  and  praises 
"sabotage."  This  latter  method  seems  to  be  a  French  refinement 
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of  the  familiar  ca'canny  method  of  some  of  the  English  trade 
unions,  and  shows  itself  in  any  device  by  which  a  person  charged 
with  a  duty  or  errand  can  surreptitiously  neglect  it  An  example 
is  found  in  the  practice  of  the  errand  boys  of  pastry  cooks,  who, 
on  delivering  a  fish  garnished  with  crabs  to  a  customer,  put  the 
crabs  in  their  pockets  and  decline  to  deliver  them,  until  they  have 
received  a  fee.  What  gives  the  episode  a  peculiar  and  somewhat 
humorous  aspect  is  that  Monsieur  Qemenceau,  who,  as  minister, 
is  trying  to  maintain  discipline  in  the  service,  is  forced  to  eat  his 
own  words  by  the  agitators,  who  bombard  him  with  the  very 
speeches  which  he  made  but  a  few  years  ago  as  a  radical  jour- 
nalist and  Senator. 

A  more  serious  feature  is  the  bearing  which  the  whole  move- 
ment has  upon  socialistic  theory.  According  to  the  familiar 
formula  of  Marx,  the  whole  wage  system  is  but  a  clever  device 
by  which  the  owner  of  capital  is  able  to  filch  from  the  worker  a 
portion  of  his  product  to  be  turned  into  profits  and  interest.  If 
this  injustice  is  to  be  done  away  with,  the  private  ownership  and 
management  of  capital  must  be  abolished,  and  the  state  become 
the  sole  employer  of  labor  and  the  one  captain  of  industry.  If 
this  should  be  brought  to  pass,  then  it  is  clear  that  the  state  could 
never  tolerate  any  strike,  since  the  one  excuse  for  strikes  would 
be  done  away  with.  Moreover,  if  the  state  were  the  sole  employer, 
a  strike  against  the  state  would  bring  about  a  general  stoppage 
of  production. 

Yet  the  present  strike  movement  is  instigated  precisely  by  the 
socialists  themselves,  who  thus  discredit  the  very  employer  and 
very  method  of  emplosrment  for  which  they  are  in  theory  striving. 
This  object  lesson  has  a  particular  value  at  the  present  time,  when 
playing  with  socialism  seems  to  have  become  even  in  our  country 
quite  popular  among  certain  well  meaning  people.  Those  who 
associate  the  term  with  altruism  should  not  fail  to  realize  what  its 
spirit  and  temper  are  in  the  countries  in  which  it  appears  as  a 
full-fledged,  aggressive,  political  party.  There  the  "native  hue'* 
of  revolution  is  not  "sicklied  o'er  with  the  pale  cast"  either  of 
thought  or  of  benevolence,  but  socialists  still  celebrate  the  anni- 
versary of  the  Paris  Commune  as  something  to  be  proud  of. 
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I. 

NOT  long  ago  I  spent  an  evening  with  a  friend,  a  collector 
of  books  and  prints  relating  to  the  American  revolution. 
As  he  was  pointing  out  his  bibliographical  rarities,  his  collec- 
tions bearing  on  the  events  in  that  memorable  struggle  for  inde- 
pendence, what  impressed  me  particularly  was  a  large  number 
of  contemporary  publications  relating  to  the  so-called  Boston 
massacre.  How  rare  or  how  valuable  those  books  were,  I  do 
not  know.  What  I  do  know  is  that  the  popular  indignation 
aroused  by  the  shooting  of  those  five  men  was  a  rare  and  pre- 
cious event  in  human  history.  The  future  of  such  a  people  was 
established  and  secured. 

A  nation  with  such  historical  traditions,  a  society  with  such 
a  profound  respect  for  human  life  is,  naturally  enough,  laboring 
under  great  difficulties  when  it  tries  to  understand  and  assimilate 
news  brought  to  it  from  Russia.  We  reason  in  the  light  of  our 
own  personal  or  historical  experience.  And  when  the  American 
public  is  confronted  by  an  attitude  so  totally  unlike  its  own,  by 
events  and  situations  which  wholly  contradict  all  their  possible 
experience,  it  cannot  look  upon  them  as  real.  Its  attitude  is  like 
that  of  children  towards  fairy  tales.  "It  is  true,  but  it  happens 
only  in  a  story." 

Thousands  of  cases  could  be  cited  to  prove  that  absolute  dis- 
regard of  human  life  is  still  characteristic  of  the  whole  Russian 
military  and  civil  bureaucracy;  a  single  one  will  suffice  as  an 
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illustration.  Only  this  minute,  while  writing  these  lines,  I 
receive  a  packet  of  Russian  newspapers.  On  the  front  page  of 
the  paper  first  in  order  I  notice  the  following  paragraph : 

"The  characteristic  feature  of  the  autocratic  bureaucracy  is 
contempt  for  the  human  being  if  he  is  not  a  prince,  a  count,  a 
high  official,  or  a  wealthy  man.  This  contempt  for  the  common 
people  shows  itself  everywhere,  in  all  the  petty  details  of  our 
regime.  But  perhaps  nowhere  did  it  take  so  disgusting  a  form 
as  in  the  following  case  just  published  in  the  newspapers.  The 
chief  of  the  commissary.  Lieutenant  General  Parchevski,  has  sent 
the  following  characteristic  telegram  to  the  commander  of  the 
1 2th  East  Siberian  Regiment  of  Fusiliers:  "To  avoid  losses  to 
the  treasury,  I  authorize  you  to  feed  the  regiment  on  the  cattle 
suspected  of  having  the  pest'  "^ 

Such  instances  could  be  quoted  ad  infinitum,  but  it  is  not  a 
catalogue  of  crimes  and  atrocities  committed  by  the  Russian 
government  we  are  compiling.  It  is  our  object  rather  to  consider 
the  fundamental  problems,  the  crucial  points  of  Russia's  agrarian 
movement.  But  these  two  considerations  are  vitally  connected. 
The  Russian  agrarian  movement  could  not  be  comprehended 
without  an  understanding  of  the  government's  contempt  for 
human  life;  on  the  other  hand,  this  very  attitude  of  the  govern- 
ment and  the  Russian  bureaucracy  toward  human  life  is  caused 
and  conditioned  by  the  outlawed  and  servile  situation  of  the 
peasantry. 

Serfdom  was  abolished  in  1861.  Let  us  consider  for  a 
moment  this  so-called  abolition  of  serfdom.  First  of  all,  a  word 
about  the  Russian  nobility.  The  old  feudal  aristocracy  was 
practically  exterminated  by.  the  first  Russian  autocrat,  Ivan  the 
Terrible.  The  Russian  landed  nobility  were  men  of  service. 
From  the  middle  of  the  i8th  century  they  were  under  no  obliga- 
tion to  serve  the  state.  But  tradition  on  the  one  hand  and 
economic  necessity  on  the  other,  forced  almost  all  of  the  nobility 
into  service.  There  was  no  primogeniture  in  Russia  and  the 
estates,  as  a  rule,  were  not  large.  Land  per  se  was  practically 
worthless,  an  estate  being  valued  according  to  the  number  of  serfs 
attached  to  it     One,  therefore,  did  not  estimate  the  wealth  of 

»  "  Kurier."  N.  8. 
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a  man  by  the  number  of  acres  of  which  he  was  in  possession,  but 
by  the  number  of  "souls"  he  owned.  It  was  against  the  tradi- 
tions of  the  Russian  nobility  to  occupy  themselves  with  commer- 
cial enterprises,  but  such  as  did  exist  depended  entirely  upon  serf 
labor. 

The  labor  of  the  serfs  was,  therefore,  the  primary  source  of 
the  nobleman's  income.  Government  and  nobility  were  practi- 
cally identical.  The  Tsar  was  the  first  and  the  wealthiest  noble- 
man. All  officials  from  the  highest  to  the  lowest,  with  the 
exception  of  petty  scribes,  non-commissioned  officers,  etc.,  were 
noblemen.  All  the  organs  of  state  were,  therefore,  in  the  hands 
of  the  serf-owning  class.  But  on  February  19,  1861,  we  are 
told,  the  Russian  government  abolished  serfdom,  and  bestowed 
upon  the  freed  peasant  land  allotments.  It  looked  like  an  extra- 
ordinary act  of  class-generosity,  but  there  is  one  circimistance 
that  disturbs  this  idyll. 

The  Russian  peasantry  refused  the  abolition  offered  them. 
"Freedom"  had  to  be  introduced  with  the  help  of  the  military. 
In  the  official  "Short  History  of  the  Activity  of  the  Department 
of  Interior  for  the  25  years,  1855-1880,"  we  read  that  in  the 
first  two  years  after  the  publication  of  the  Abolition  Act,  from 
February  19,  1861,  to  February  19,  1863,  the  Department  of 
Interior  had  to  suppress  more  than  11 00  agrarian  riots.  Only 
serious  cases  are  registered  here.  As  a  matter  of  fact  there  was 
trouble  on  almost  every  estate. 

The  final  arrangements  between  landlord  and  peasant  could 
take  place  either  by  mutual  agreement  on  the  part  of  both  con- 
tracting parties,  or  upon  the  one-sided  demand  of  the  landlord. 
The  "mutual  agreement"  as  a  matter  of  fact,  under  existing 
circumstances,  amounted  to  successful  pressure  brought  to  bear 
on  the  peasant  by  the  landlord  and  the  local  administration. 
The  one-sided  demand  of  the  landlord  was  the  last  resort  against 
the  desperate  and  extreme  stubbornness  of  the  peasant.  Up  to 
January  i,  1877,  61,784  abolition  contracts  between  peasant- 
communes  and  landlords  were  made,  of  which  21,598  (35%) 
were  arranged  by  "mutual  agreement,"  and  40,186  (65%)  upon 
demand  of  the  respective  landlords.^ 

^See  Simkhovitch,  Die  Feldgeneinschaft  in  Russland,  Jena  1898,  p.  253. 
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Such  was  the  attitude  of  the  peasant  body  toward  the  "free- 
dom" granted  them. 

11. 

The  fall  of  Sebastopol  was  similar  in  its  effect  upon  Russia 
to  the  debacle  on  the  fields  of  Manchuria.  The  Crimean  cam- 
paign was,  like  any  war,  a  test  of  efficiency,  and  it  became  clear 
to  every  Russian  patriot  that  the  nation  must  strike  out  on  a  new 
path  or  sink  to  the  level  of  an  Oriental  power.  A  poor,  back- 
ward, agricultural  country,  whose  economy  was  based  on  serf- 
dom, where  justice  was  sold  to  the  highest  bidder,  where  the 
officialdom  was  proverbially  corrupt,— how  could  such  a  country 
line  up  with  its  powerful,  civilized,  industrially  developed  neigh- 
bors? It  was  clear  that  no  real  refonn  was  possible  in  Russia 
so  long  as  serfdom  existed;  the  abolition  of  serfdom  became 
therefore  the  first  care  of  Alexander  II. 

There  was  also  another  reason  for  undertaking  this  reform. 
Russia  has  had  two  great  peasant  wars;  one  in  the  17th  century 
under  the  leadership  of  Ryazin,  the  other  in  the  i8th  century 
tmder  Pugatchoff.  Both  were  fearful  jacqueries.  No  quarter 
was  given  to  landlords  or  officials.  The  latter  of  these  wars  was 
of  such  magnitude,  that  at  one  time  it  looked  as  if  the  govern- 
ment of  Catherine  II  would  be  unable  to  cope  with  it.  They 
were  both  quenched  in  blood.  But  the  menace  continued  and 
the  government  could  not  close  its  eyes  to  the  fact  that  it  was 
resting  upon  a  volcano.  The  peasantry  reminded  the  government 
of  its  existence  only  too  often.  In  the  reign  of  Nicholas  I  the 
government  had  to  deal  with  not  less  than  556  agrarian  riots. 
And,  notwithstanding  the  extreme  severity  with  which  such 
movements  were  treated,  they  did  not  seem  to  subside.  Thus  we 
know  of 

46  agrarian  movements  1 830-1 834 
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Tsar  Alexander  II,  as  early  as  March,  1856,  in  his  address  to 
the  nobility  of  Moscow,  said :    "It  is  better  to  abolish  serfdom 

*  Semevski,  Krestianski  Vopros  v  Rossii,  vol.  ii,  p.  571-605. 
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from  above,  than  wait  until  it  abolishes  itself  from  below."  But 
Alexander  II  wanted  the  abolition  of  serfdom  to  take  place  with- 
out damaging  the  nobility.  In  opening  the  sessions  of  the 
Council  of  the  Empire  on  January  28,  ijS6r,  he  made  the  follow- 
ing statement : 

*in  my  travels  through  Russia,  in  receiving  the  nobles,  I  have 
pointed  out  my  attitude  towards  the  problem  that  interests  us  all. 
I  have  said  everywhere,  that  the  reform  can  not  take  place  with- 
out some  sacrifices  on  their  part,  but  that  I  shall  endeavor  to 
make  such  sacrifices  as  little  burdensome  as  possible  for  them. 
I  expect,  gentlemen,  that  in  considering  the  draft  now  before  the 
Council  of  the  Empire,  you  will  become  convinced  that  everything 
possible  was  done  to  safeguard  the  interests  of  the  nobility,"  ^ 

Yet  it  is  obvious  that  Alexander  II,  more  than  any  of  those  that 
were  at  work  on  the  abolition  law,  was  anxious  to  improve  the 
economic  situation  of  the  peasantry.  Doing  their  utmost,  theii^ 
so  to  frame  the  law^  as  to  safeguard  the  interests  of  the  landlords, 
they  did  not  consider  that  out  in  the  country,  far  from  the  influ- 
ences of  the  capital,  considerations  of  state  would  not  count ;  that 
the  desire  of  every  landlord  would  be  rather  to  gain  than  to  lose 
by  the  new  law;  that  in  the  actual  execution  and  practical  realiza- 
tion of  the  law  in  all  the  technical  adjustments  of  it,  the  peasantry 
would  be  at  the  mercy  of  the  landlord  class  supported  by  the  local 
administration.  Many  things  were  not  foreseen,  many  things 
could  not  be  foreseen.  Who,  for  instance,  could  foresee  that 
gentlemen  of  honor,  who  in  adjusting  their  relations  with  the 
peasantry  refused  to  be  crooked  and  who  lived  up  to  the  dictates 
of  thdr  consciences,  wotild  be  regarded  by  the  loca!  administration 
as  dangerous  elements,  and  would  be  exiled  from  the  community? 
Because — such  w^as  the  argument  of  the  administration, — these 
actions  of  individual  noblemen  made  their  neighbors  peasants 
envious  and  dissatisfied.  This  attitude  of  the  administration  has 
not  yet  become  a  thing  of  the  past.  From  a  Russian  newspaper 
of  July  6,  1906,  we  see  that  the  Governor  of  the  Province  of 
Saratoff  had  inquired  in  Petersburg  what  was  to  be  done  with  a 
certain  noble  landlord  named  Minkh,  who  had  peacefully  adjusted 
difficulties  between  himself  and  the  neighboring  peasants,  and 

^  IvrnQ^oukoff,  Fad^mi^  iCr^shtago  prava  v  Res  sit  ^  St.  Petersburg,  i382»  p.  401. 
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had  failed  to  call  out  the  mounted  police  and  the  Cossacks,  when 
the  peasants  presented  their  demands.^ 

Before  we  point  out  the  effects  of  the  abolition  act,  it  is  perhaps 
well  to  say  a  few  words  about  the  character  of  Russian  serfdom. 
Serfs  were  property,  christened,  baptized  property.  The  rela- 
tions of  the  masters  towards  their  serfs  naturally  differed.  Some 
masters  were  cruel,  some  kind.  But  the  kindest  landlord  would 
have  been  just  as  much  astonished  to  hear  that  his  serfs  were 
human  beings  with  sensitive  perscmalities  like  himself,  as  your 
coimtry  neighbors  would  be  did  you  see  fit  to  tell  them  that  their 
farm  horses  and  cows  have  immortal  souls. 

Here  is  an  illustration : 

"  'Why  is  it,  General,  that  the  nim^)er  of  "souls"  on  your 
estate  increases  so  slowly?  You  probably  do  not  look  after  their 
marriages.' 

"A  few  days  later  the  general  ordered  that  a  list  of  all  the 
inhabitants  of  his  village  should  be  brought  him.  He  picked  out 
from  this  list  the  names  of  the  boys  who  had  attained  the  age  of 
eighteen  and  of  the  girls  just  past  sixteen, — ^these  being  the  legal 
ages  for  marriage  in  Russia.  Then  he  wrote,  'J^^n  to  marry 
Anna,  Paul  to  marry  Parashka',  and  so  on.  .  .  .  The  wed- 
dings, he  added,  must  take  place  in  ten  days,  the  next  Sunday 
but  one."2 

So  much  for  the  personal  relations.  The  economic  relations 
can  be  characterized  not  as  an  "expropriation"  of  the  peasant 
lands,  but  as  an  "appropriation"  of  the  peasant  labor.  There 
were  two  systems  of  serf  economy.  One  was  that  of  the 
"obrok,"  the  other  that  of  the  "barshchina."  The  former  was 
typical  on  state  domains,  the  latter  being  the  prevailing  form  on 
the  private  estates. 

»**Misl,"N.  4. 

•  p.  Kropotkin,  Memoirs  of  a  Revolutionist^  London.  1899,  v.  i,  p.  59-60.  In 
the  first  few  chapters  of  Prince  Kropotkin's  remarkable  autobiography  the  reader 
win  find  an  admirable  description  of  the  "good  old  times."  Russian  literature 
is  very  rich  in  such  descriptive  material  relating  to  serfdom.  Unfortunately  very 
few  of  such  books  have  been  translated  into  English.  However,  the  reader  can 
find  excellent  descriptions  in  TurgeniefiTs  "Memoirs  of  a  Hunter,"  and  in  the 
autobiography  of  the  famous  Russian  woman-mathematician— Sonia  Kovalevski — 
both  translated  into  English. 
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^'Obrok"  on  the  state  domains  meant  but  a  tax  or  rent  imposed 
upon  the  peasantry  for  the  use  of  the  land.  On  private  estates 
if  the  landlord  let  peasants  go  on  **obrok'*  he  |^ve  them  all  his 
land,  but  exacted  from  them  all  he  possibly  could,  leaving  the 
peasants  that  mintmum  witliout  which  their  continued  existence 
and  that  of  the  farm  stock  would  have  been  impossible.  But 
as  a  rule^  the  landlord  preferred  the  "obrok"  system  only  in 
so-caUed  industrial  regions,  where  the  peasantry  occupied  itself 
with  some  sort  of  domestic  industry  as  well  as  agriculture.  In 
such  cases  the  **obrok'*  collected  by  tlie  landlord  exceeded,  of 
course,  the  agricultural  income  of  the  peasantry. 

The  prevailing  system  of  economy  on  the  private  estates  was 
the  "barshchina:**  Under  this  system  the  landlord  would  divide 
his  land  into  tsNO  i>arts.  One  part,  just  large  enough  to  insure 
tile  minimum  of  subsistence  for  them,  was  left  to  his  peasants. 
The  major  part  was  reserved  for  the  landlord.  The  peasant,  as 
a  rule,  worked  three  days  on  the  master's  fields,  and  three  on  the 
peasant  fields. 

In  the  eighteenth  century,  when  all  noblemen  were  obliged 
to  sen^e  the  state,  the  "c*^rok"  system  prevailed  on  private 
estates.  Let  us  suppose  you  are  such  a  landlord  and  own  one 
hundred  souls  (i.e.,  male  serfs)  and,  let  us  say,  250D  acres  of 
land.  Since  yjar  serfs  are  on  the  "obrok"  system,  you  will 
see  to  it  that  every  serf  family  has  a  land  allotment,  and  since 
you  are  dividing  among  theni  all  your  land  the  allotment  will  be 
25  acres  per  male  serf.  Some  years  later  you  will  find  that  your 
serf  papulation  has  increased*  You  own  125  souls.  Your  land, 
hovve\^erj  has  no  natural  tendency  to  increase  The  25  addi- 
tional souls  you  can  not  sell,  the  law  prohibits  the  sale  of  souls 
without  land.  You,  therefore,  as  a  matter  of  course,  order  your 
peasants  to  provide  the  25  additional  souls  with  land.  In  other 
words,  you  order  a  redivision  of  your  land,  alloting  to  each  of 
your  male  serfs  not  25  but  20  acres.  The  same  thing  3rou  will 
do  if  your  peasants  are  working  on  the  ''barshchina"  system. 
If  you  divide  your  land  so  as  ta  leave  one  part  of  it  for  the 
subsistence  of  your  serfs,  the  other  for  your  outi  use,  unless 
you  are  an  exception,  you  will  not  be  likely  to  decrease  your  own 
field  because  the  serf  population  has  increased.     If  you  should 


1 6  Yale  Review.  [May 

do  so  you  will  lose  rather  than  gain  by  the  increase  of  the  peasant 
population.  But  since  you  have  to  do  something  you  will  order 
a  redivision  of  the  peasant  land.  In  the  course  of  time  you  will 
not  need  to  bother  about  any  such  details;  your  serfs  will  attend 
to  it  themselves,  from  time  to  time  readjusting  their  landhold- 
ings  so  as  to  provide  the  increased  serf  population  with  land. 

Thus  we  see  the  village  community  to  be  a  natural  outcome 
of  serfdom  as  it  existed  on  private  estates.  On  the  state 
domains  the  government  very  soon  followed  the  practices  of  the 
private  landlord,  and  we  see  the  government  forcing  the  village 
community  system  upon  millions  of  peasants  during  the  first 
half  of  the  19th  century.^  Under  conditions  of  serfdom,  the 
landlords  on  their  estates  and  the  crown  on  its  domains  could 
introduce  any  economic  organization  they  saw  fit.  But  it  was 
a  naive  and  unconscious  monstrosity  to  base  the  work  of  aboli- 
tion from  the  very  start  on  the  principle  of  "freeing"  com- 
munes but  not  men.  In  other  words,  not  the  individual  but  the 
commune  was  to  receive  land  and  pay  taxes,  under  a  several  and 
joint  liability.  The  commune  was  to  distribute  the  land  and 
collect  the  taxes  as  it  should  see  fit.  Was  it  folly  on  the  part  of 
the  government  to  adopt  such  a  course  ?  Not  in  the  least ;  from 
the  governmental  point  of  view  no  other  course  was  open. 

One  must  remember  that  it  was  not  a  revolution  that  was 
freeing  the  serfs;  here  was  not  an  armed  people  demanding 
its  own  rights.  The  government,  i.  e.,  the  bureaucracy,  every 
member  of  which  belonged  to  the  serf-owning  class,  saw  that  a 
change  must  take  place;  otherwise  Russia's  development  was 
impossible  and  her  very  national  existence  at  stake.  But  there 
certainly  was  no  disposition  to  harm  the  nobility  through  such  a 
change.  The  government  announced  its  intention  to  free  the 
person  of  the  serf  without  compensation  to  its  owner.  How 
could  that  be  done  without  harming  the  serf-owner?  Very 
simply:  the  peasant  was  to  be  freed  not  as  a  landless  prole- 
tarian, but  with  land.  For  each  land  allotment  the  peasant  was 
to  pay  a  redemption  tax.     The  peasant's  payment  for  the  land 

*  A  short  history  of  the  Russian  village  community  the  reader  can  find  in  the 
author's  article  **  Mir/'  in  Conrad's  Handwdrterbuch  der  Staatswis sense haf ten,  2d 
edition,  vol.  iv. 
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could,  of  course,  be  so  arrBiiged  that  while  it  was  nominally  a 
land  tax  it  was  actually  also  a  tax  on  the  person  of  the  peasant, 
a  redemption  tax  for  his  freedom.  And  that  is  precisely  what 
was  done.  As  I  have  pointed  out  elsewhere,*  even  the  govefti- 
mental  statistical  data  show  that  the  taxes  imposed  on  tlie  freed 
peasant  were  two^  three,  four,  in  certain  localities  even  over  six 
times  as  high  as  all  possible  income  that  could  be  derived  from 
the  land.  The  land  tax,  therefore,  rested  nominally  on  the  land 
only,  but  actually  on  the  income  earned  by  the  peasant  family 
as  farm  hands,  factory  workers,  trad^men,  etc.  Now  if  the 
government  had  actually  freed  the  person  of  the  peasant,  such 
taxes  could  never  have  been  collected.  The  peasant  would  have 
left  to  the  government  tlie  land  and  would  have  run  away.  But 
by  subjecting  the  peasant  to  the  commune  under  several  and 
joint  liability  and  making  the  commune  responsible  for  the  taxes, 
the  govemment  achieved  its  aim.  The  peasant  could  not  leave 
the  commune,  could  not  go  anywhere  without  a  pass^  which  was 
not  given  imless  the  taxes  were  paid.  Moreover,  the  commune 
GOiild  administer  corporal  punisFiment ;  it  could  flog  out,  or  beat 
out  taxes.  This  was  the  great  reform,  the  abolition  of  serfdom. 
Like  so  many  otlier  reforms  of  the  great  Empire  des  fagades  it 
was  enacted  mth  pomp  and  splendor,  but  in  substance  it  offered  a 
ffmgna  mutatw  loci  non  ingenii;  the  bureaucracy  became  lord 
of  the  peasant  in  the  place  of  his  former  master,  the  nobility. 

If  the  HOC  agrarian  riots  are  not  sufficient  to  show  the 
attitude  of  the  peasantry  toward  the  abolition  act,  a  little  incident 
tliat  took  place  in  the  province  of  Vladimir  may  illuminate  tlie 
sitnation.  On  February  19,  1867,  all  the  peasants  of  a  certain 
village  in  this  province  who,  until  then,  had  paid  their  taxes 
regularly  and  were  models  of  Russian  civic  virtue,  i.  e.,  of  dumb 
submission  to  the  authorities,  started  an  exodus  from  the  village* 
An  inquiry  of  the  authorities  into  the  matter  brought  to  light 
a  very  curious  interpretation  of  a  recent  imperial  manifesto. 
On  account  of  some  happy  family  event  the  Emperor  had  issued 

'For  statlstkal  stud  oiher  informatioii  on  the  subject  see  SimkhovUch,  TAf 
Jtmsian  Fmmnt  aftd  Aui&craey^  Pol.  Sc.  Quarterly,  vol.  xxi.  No.  4,  pp.  569-595; 
Dii  Feygemamckaft  in  Urns  land,  Jena  i&gS,  pp.  215-298;  '*  Bauernbereiung  in 
Rysslatid/' in  Conrad's  HandwSrUrbuch  der  Siaaiswissirmcha/ten^  2d  edition,  vol. 

in  pp^  399-423* 
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a  manifesto  pardoning  the  crimes  of  some,  commuting  the  pun- 
ishments of  others,  and  reducing  the  terms  of  all  convicts  who 
had  been  sentenced  to  penal  servitude.  This  manifesto  the 
peasants  of  the  said  village  immediately  applied  to  themselves: 
"if  penal  servitude  is  meant  it  applies  to  us;  therefore,  authori- 
ties, keep  )rour  land,  and  let  us  go.  Our  term  of  punishment 
is  over."^  Thus  it  was  that  the  peasantry  regarded  its 
"freedom.'^ 

Professor  Janson,  the  famous  Moscow  statistician,  in  his 
Investigation  concerning  these  peasant  land  allotments  and  taxes, 
came  to  much  the  same  conclusion.  He  says  that  in  but  few 
provinces  was  the  situation  of  the  peasants  improved,  while  in 
many  it  was  much  worse  than  before  the  abolition  act.  Taking 
the  empire  as  a  whole  the  peasantry  was  economically  better  off 
during  the  period  of  serfdom.^ 

III. 

There  is  an  old  Russian  saying:  "If  you  sow  a  wind  you 
will  reap  a  tempest."  That  is  what  has  happened  in  Russia.  The 
abolition  of  serfdom  diminished  the  land-holdings  of  the 
peasantry  20% ;  their  taxes  and  payments  were  considerably 
increased ;  they  were  set  free  with  allotments  insufficient  to  main- 
tain themselves  and  their  farm  stock.  Education,  which  might 
have  increased  the  productivity  of  their  labor  and  their  fields, 
was  suppressed  for  political  reasons. 

"Slow  and  refined  poison  more  terrible  than  fire  and  sword,'** 
that  was  autocracy's  view  of  education.*     Entirely  at  the  mercy 

'  See  Vesinik  Evropi  iSyo^  N.  3,  p.  420;  also  Oseroff,  Zemelni  Vopros  v 
JRossii^  p.  14. 

*  Yanson,  Opyt  statistic heskago  izsUdcvania  okrestianskikh  nadelakh  i  platezhakk 
(ad  edition,  St.  Petersburg,  i88i),  pp.  38-40;  73-75- 

'  Leontyeff,  Vostok,  Rossia  i  Shvianstvo,  vol.  ii,  p.  45. 

*  Idem.  **  Russia's  illiteracy  is  therefore  Russia's  good  fortune  **  (vol.  ii,  p.  9). 
*'Sinde  the  Crimean  War  everything  has  tended  to  Europeanize  Russia,  and  if 
she  has  been  saved  from  the  fate  it  is  due  to  the  common  people  and  to  a  large 
extent  to  their  illiteracy.  But  let  a  man  dare  straightforwardly  and  sincerely 
doubt  the  value  of  public  schools!  Let  a  man  say  that  it  is  still  very  questionable 
if  it  is  necessary  or  truly  useful  to  teach  the  people,  the  liberals  would  laugh  at 
you"  (v.  ii,  p.  133).  Also  Simkhovitch,  "An  Interpretation  of  Russian  Auto* 
cracy,"  in  The  International  Quarterly,  1904,  October  N.,  p.  4-6  ff. 
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of  the  bureaucracy,  the  peasantry  remained  economically  depend- 
ent upon  their  landlords.  The  peasant  was  compelled  by  want 
to  rent  additional  land  from  the  landlord  at  any  price,  to  work 
on  the  landlord's  field  at  the  lowest  wage,  so  as  not  to  perish  > 
from  starvation.  The  landlord,  on  the  other  hand,  was  anxious  to 
keep  the  peasant  in  this  condition  of  dependence;  therefore  his 
opposition  to  the  colonization  of  Siberia  and  to  the  migration  of 
the  peasants.  And  the  government  reflected  but  the  wishes  of 
the  landlord  class. 

R.  G.  Temer,  one  of  the  highest  Russian  officials,  a  member 
of  the  Council  of  the  Empire,  frankly  acknowledges  the  reasons 
why  the  government  so  long  systematically  opposed  colonization. 

"Single  individuals  may  sacrifice,  out  of  higher  motives,  their 
own  interests  to  the  common  weal;  but  the  attitude  of  social 
classes  toward  economic  problems  has  been  always  and  every- 
where selfish.  That  is  why  the  landlord  class  was  hostile 
towards  a  colonization  policy;  and  since  it  was  the  most  influ- 
ential class,  its  attitude  found  expression  in  the  governmental 
tendencies.  What  in  the  days  of  serfdom  was  a  matter  of 
course  and  a  necessity,  appeared  after  1861  as  an  extremely 
dangerous  affair,  which  not  only  was  not  to  be  encouraged  but 
was  to  be  suppressed  by  every  means.  The  question  of  peasant 
migration  was  classed  as  a  revolutionary  one :  no  well-meaning, 
conservative  man  was  to  touch  it.'*^ 

In  an  economically  untenable  position  from  the  very  start, 
the  situation  of  the  peasantry  was  bound  to  go  from  bad  to 
worse. 

On  November  16,  1901,  an  imperial  commission  was  appointed 
to  investigate  the  economic  conditions  of  the  peasantry. 

These  governmental  data,  always  over-optimistic,  show  us  that 
first  of  all,  with  the  increase  of  the  population,  the  land  allot- 
ments of  the  peasantry  naturally  enough  diminished.  Through- 
out the  50  provinces  of  European  Russia  the  average  land  allot- 
ment pro  male  peasant  was : 

In  1861 4.8  dessiatines* 

i88o 3.5 

1900 2.6 

'Terner,  Gosudarstvo  i  Zemievladtnie,  vol.  ii,  p.  1 19-120. 
*  Dessiatine  =  2.7  acres. 
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The  tax  arrears  were  gradually  mounting  and  increasing  in 
spite  of  the  none  too  gentle  methods  of  the  Russian  tax  collector. 
The  arrears  in  per  cent,  to  yearly  tax : 

1871-      1876-      1881-     1886-       1891-     1896- 
1875        1880       1885       1890        1895       1900 

Eastern  provinces ...66  104  86  306  408  399 

Central  Volga  provinces 7  16  79  140  315  388 

Central  agricultural  provinces  : 

Southeastern  group 7  24  46  48  128  147 

Northwestern  group 13  19  46  18  99  177 

In  certain  localities,  as  for  instance  in  the  province  of  Oren- 
burg, the  tax  arrears  mounted  as  high  as  772%}  With  the 
increase  of  the  tax  arrears  went  the  decrease  of  farm  stock  and 
farm  horses  on  the  peasant  farms. 

Throughout  European  Russia  there  were  on  each  1000  farms 


Farm  horses. 

Farm  stock, 

In  1870 

1329 

9329 

1888 

1220 

8345 

1890 

1180 

7294 

1900 

920 

6474* 

The  percentage  of  farms  without  horses  gradually  increased 
from  26.9  in  1882  to  32.2  in  1896;  the  proportion  of  farms  with 
three  and  more  horses  decreased  from  21.7  in  1888  to  17.5  in 
1896.'  Still  greater  was  the  decrease  in  the  niunber  of  small 
stock  like  pigs,  sheep,  etc.  It  decreased  from  5469  heads  on 
each  1000  farms  in  1870  to  3459  heads  in  1900.* 

Already  in  the  nineties,  an  admirable  statistical  investigation 
under  supervision  of  Professors  Posnikoff  and  Tchuproff 
brought  to  light  the  fact  that  only  8.9%  of  the  Russian  peas- 
antry have  enough  grain  and  field  products  to  feed  themselves 
and  their  stock.  The  Russian  peasantry  could  then  be  divided 
into  three  groups : 

The  first  group  without  sufficient  grain  for  their  own  subsist- 
ence— ^45,358,078  peasants  or  70.7%. 

*  Maieriali  Visochaishe  uchrezhdennoi  j6  Naiabria  igoi^  g.  Kommissii,  St.  Peters- 
burg, 1903,  vol.  iii,  pp.  246-247. 
^MaUriali^  etc.,  vol.  i,  p.  209.     *Ibid.  vol.  i,  p.  211.    *Ibid.  vol.  iii,  p.  212  ff. 
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The  second  group  with  enough  grain  for  their  subsistence, 
but  not  enough  for  purposes  of  fodder — 13,083410  or  204  7£'- 

The  third  group  with  a  surplus  over  and  above  the  necessary 
food  and  fodder — 5?7i5*5i3  or  8*9%* 

We  see  that  in  a  great  majority  of  cases,  the  peasant's  own 
means  of  subsistence  on  his  allotment  of  land  fell  below  the  mini- 
mum essential  for  bare  existence.  This  condition  of  affairs 
could  have  but  two  resuhs.  Either  the  peasant  must  starve,  or 
he  must  be  willing  to  give  all  the  spare  time  and  labor  of  himself 
and  his  farm  stock  to  his  landlord  to  make  up  this  food  deficit. 
What  actually  took  place  was  a  combination  of  these  alternatives. 
The  peasant  starv^ed  more  or  less  all  the  time  and  at  the  same  time 
he  was  selling  the  labor  of  himself,  his  family  and  his  horse,  at  a 
rate  which  no  classical  economist  ever  dreamed  of.  There  was 
no  Lassalle's  "iron  law  of  wages'*  for  the  Russian  peasant,  no 
such  western  luxuries  for  the  Empire  of  the  Tsar  Man  and 
child  and  horse  worked  pro  rata  not  for  the  minimum  cost 
of  maintenance,  but  often  for  a  fifth  of  it  or  less;  it  depended 
upon  the  food  deficit,  that  was  to  be  made  up. 

The  same  conditions  naturally  governed  land  rent.  The 
results  were  twofold:  chronic  starvation  with  intervals  of  acute 
famine  on  one  hand;  on  the  other,  growing  dependence  upon  the 
landlord,  the  development  of  a  peonage  system,  and  the  increase 
of  bitter  hostility  towards  the  landlord  class. 

There  is  a  tendency  on  the  part  of  some  to  represent  the  Rus- 
si^i  famines,  as  for  instance  the  one  which  is  raging  in  35  Russian 
provinces  at  present,  as  calamities  of  Nature,  This  is  mislead- 
ing. Underfeeding,  bordering  on  starvation,  is  the  Russian 
peasant's  normal  status  quo.  Acute  famine  with  scurvy  and 
death  in  its  train  is  often  but  the  result  of  an  insignificant  falling 
off  of  the  crop.  That  the  peasant  class  is  physically  degenerat- 
ing and  deteriorating  from  year  to  year  is  an  open  secret.  Even 
the  governmental  records  cannot  fail  to  indicate.  Take,  for 
instance,  the  statistics  showing  the  number  of  those  exempt  from 
military  service  on  account  of  disease^  insufl^cient  height  and 
otiier  physical  defects. 
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PSRCBNTAGE    OF    RECRUITS     REJECTED    FOR     PHYSICAL    DEFECTS    THROUGHOUT 

THE  50  Provinces  of  European  Russia. 

1874-83  1884-93         1894-01 

6.4  7.7  10.3 

It  is  to  be  remembered,  moreover,  that,  since  the  Russian  army 
has  grown  twice  as  rapidly  as  the  country's  population,  the 
requirements  have  become  much  less  stringent.  Men  who  would 
have  been  rejected  some  years  ago  are  now  pressed  into  the  ser- 
vice. Therefore,  the  increase  in  the  percentage  of  the  rejected 
shown  by  this  table  does  not  fully  express  the  growing  physical 
deterioration  of  the  people. 

Parallel  to  the  economic  and  physical  deterioration  of  the 
peasant  gx>es  his  growing  dependence  upon  the  neighboring  land- 
lord. "The  peasant  can  never  clear  himself  from  indebtedness  to 
the  local  landlord  and,  being  so  dependent  on  the  landlord,  he  is 
compelled  to  do  all  sorts  of  work."  "Accordingly,"  a  Russian 
authority  on  the  subject,  M.  Lipski,  tdls  us,  "there  can  be  no 
question  that  the  renting  of  single  dessiatines  of  land  is  in  the 
hands  of  the  landlord  a  powerful  means  of  lowering  wages."  . . . 
"There  can  scarcely  be  any  question  as  to  the  fact  that  the  rent- 
ing of  single  dessiatines  in  the  province  of  Tombav  has  lost  long 
ago  its  rental  character ;  it  should  not  be  looked  upon  as  one  of 
the  very  hardest  forms  of  labor  contract.  At  the  same  time  it  is 
perfectly  clear  what  role  is  played  by  the  land  that  is  leased  out 
in  dessiatines.  It  is  an  instrument  through  which  the  free  peasant 
becomes  a  serf,  who  is  giving  his  labor  on  conditions  dictated 
by  want"^ 

The  peasant  is  expected  to  pay  the  abnormally  high  rent  not  in 
money,  but  in  labor,  which  is  rated  as  a  rule  50%  below  the  very 
low  standard  wage.  Such  a  system  of  peonage  and  chronic  star- 
vation has  not  tended  to  promote  among  the  peasantry  a  good 
feeling  toward  the  landlord  class,  nor  could  such  economic  con- 
ditions be  exactly  regarded  as  a  stable  and  permanent  foundation 
for  a  civil  society.  It,  therefore,  took  no  prophet  to  foresee  that 
something  was  likely  to  happen;  there  were  signs  and  premoni- 
tions as  early  as  1902. 

*  Lipski^  Ceny  na  rabotchia  ruki  pri  nablagovernennom  nairne^  St.  Petersburg, 
1902,  pp.  107-112. 
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In  tlie  middle  of  March,  1902,  the  peasantry  in  some  counties 
of  the  provinces  of  Poltava  and  Kharkoff  started  an  agrarian 
movenient  on  a  rather  extensive  scale.  They  were  stan  ing.  The 
movefBent  began  by  their  appeal  to  the  neigltboring  landlords  for 
free  food  and  fodder.  The  landlords  naturally  refused.  There- 
upon, on  March  28,  a  few  hundred  peasants  went  to  one  of  the 
estates  of  the  * 'Russian'*  Duke  Mecklenburg-Strehtz  and  helped 
themselves  to  several  thousand  poods*  of  potatoes.  The  same 
thing  happened  on  about  too  estates  in  the  provinces  of  Poltava 
and  Kliarkoflr.  From  some  of  the  estates  they  took  only  grain 
for  food  and  fodder;  in  others,  they  occasionally  drove  a  way- 
horses  and  cattle  or  helped  themselves  to  agricultural  nmchinery; 
a  number  of  manors  they  handled  more  roughly — ^puIling  them  to 
pieces,  and  birming  live  or  ten. 

The  government  applied  the  usual  remedy — menriless  flog- 
ging— and  stationing  Cossacks  there,  who  spent  the  time  in  the 
wholesale  raping  of  peasant  women.^  In  this  connection  Prince 
Obolensky,  the  Govenior  of  Kharkoff,  became  especially  famous. 
He  ordered  the  peasants  to  be  flogged  regardless  of  whether  they 
had  taken  part  in  the  movenient  or  not.  According  to  the  descrip- 
tion of  his  activity  given  by  Prince  Gregory  Volkonski,  he 
ordered  even  an  innocent  deacon  to  be  flogged.  And  when  the 
latter  protested,  sajring  that  he  was  a  servant  of  the  Church,  and 
tbat  it  was  against  tlie  law  to  flog  him,  the  Governor  is  said  to 
have  told  the  Cossacks,  '*Flog  him  now,  I  will  look  into  the  law 
later/'^  Finally,  a  contribution  of  800,000  rubles,  to  cover  the 
expenses  of  the  punitive  expedition,  was  imposed  upon  the  starv- 
ing peasantrj-  of  the  locality. 

Thus  were  the  first  signs  of  the  gi-eat  agrarian  movenient  met 
and  dealt  with  by  the  government.  The  crying  needs  of  the 
peasantry  were  overlooked,  the  agrarian  outbreak  was  regarded 
merely  as  the  work  of  a  few  evil-minded  agitators. 

Many  representative  noblemen  gave  fair  warning  of  what  was 
coming.    Thus,  for  instance,  a  gentleman  named  M.  Breshovski^ 

<  I  pood:^40  pounds. 

'This  fact  was  established  by  the  foUowing^  leaders  of  tlie  Russian  bar:  Tes- 
lcnko«  MurartofF,  Kalmanoviich^  Staal,  Eapp,  Motelf*  Vol  ken  stein  and  Belonis* 
loff*     Sec  their  declaration  in  the  "  Osvobozhdenic  "  for  igoa^  N.  8»  p,  121, 

*  "•  Osvoboihdeoie  "  for  1904,  N.  46,  p.  403. 


24  Yale  Review.  [May 

a  member  of  one  of  the  agricultural  committees  appointed  by  the 
government,  did  not  mince  matters;  he  frankly  announced  that 
"one  must  be  blind  not  to  see  that  the  ignorant  and  dark  mass 
that  has  been  sleeping  at  our  feet,  is  lifting  its  head.  The  time 
may  come  when, this  mass,  whose  name  will  be  legion,  will  pro- 
claim in  a  thundering  voice  its  demands,  when  it  will  address  the 
upper  classes:  'Canaille,  tu  mange  mon  pain!'  Men  who  are 
locking  at  things  in  a  sober  way  must  imderstand  that  the  time 
urgently  demands  meeting  the  needs  of  the  lower  classes."* 

But  the  government  looked  at  things  differently.  To  "meet 
the  needs  of  the  lower  classes,"  it  appointed  Plehve  as  dictator  of 
all  the  Russias. 

A  man  of  marked  ability,  he  was  never  a  social  favorite.  His 
death  was  almost  hailed  throughout  Russia  with  joy  and  thanks- 
giving, while  his  birth  is  still  an  apple  of  discord  among  at  least 
four  nationalities.  Anti-Semites  claim  Plehve  to  be  a  Jew,  Jews 
are  positive  that  he  was  a  Pole,  Poles  would  perjure  themselves 
to  prove  that  he  was  a  Russian,  and  Russians  know  him  to  have 
been  a  German. 

But  this  brilliant,  single-minded,  Russian  statesman,  this  anony- 
mous, modest  author  of  the  Kisheneff  massacre  and  affairs  of 
similar  character,  introduced  no  new  or  original  principle  in  deal- 
ing with  the  agrarian  situation.  He  merely  created  a  new  corps 
of  mounted  rural  police,  which  costs  the  peasantry  10,000,000 
a  year,  and  the  function  of  which  is  to  suppress  local  agrarian 
disorders.    That  was  the  law  of  May  5,  1903. 

There  was  also  another  tendency  in  the  ruling  circles  of  St 
Petersburg;  a  tendency  represented  by  Witte,  who  was  then 
already  losing  his  grip  on  the  affairs  of  state.  He  was  clear- 
sighted enough  to  understand  that  all  the  mounted  policemen  or 
Cossacks  will  be  of  no  more  use  to  the  government  when  the 
day  of  reckoning  shall  come  than  a  pasteboard  sword.  He  real- 
ized that  the  government,  who  for  purposes  of  its  own  created  the 
village  community,  had  thereby  undermined  all  sense  of  private 
property  among  the  peasantry  and  for  the  want  of  this  sense  the 
supporters  of  the  crown  will  some  day  pay,  and  pay  dearly. 

>  S.  N.  Procopovitch,  Mestnie  liudi  o  nushdakh  Rossii,  p.  89. 
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Witte  understood  that  the  commune's  several  and  joint  liability 
for  taxeSi  besides  having  pernicious  economic  effects,  establishes 
a  principle  of  solidarity  among  the  peasant  body,  which  some  day 
may  prove  anything  but  welcome  to  the  ruling  class*  No  legisla- 
tion of  positive  constructive  significance  ^vas  included  in  Witte's 
program,  or  at  any  rate  effected.  But  he  succeeded  in  passing  a 
law  abolishing  the  several  and  joint  liability  of  the  village  com- 
munities for  taxes.    This  was  the  law  of  March  12,  1903. 

If  we  should  add  to  this  law  the  Ukas  of  March  26,  1904, 
limiting  the  operations  of  the  Peasant-Bank,  the  temporary  sus- 
pension of  immigration  to  Siberia  on  account  of  the  Japanese 
WEFj  and  the  law  of  May  10,  1904,  allowing  the  peasants  to  work 
on  church  and  legal  holidays — ^the  scope  of  legislation  affecting 
the  peasantry  during  the  Plehve  regime  is  exhausted. 

The  death  of  Plehve,  the  severe  defeats  in  Manchuria^  the 
growing  unrest  throughout  the  country,  general  and  universal 
disappro\^I  of  his  Majesty's  foreign  and  interior  policy,  com- 
pelled the  government  to  change  its  course. 

Public  opinion  was  infuriated  by  the  results  of  the  Manchurian 
adventures;  there  remained,  therefore,  nothing  for  the  govern- 
ment to  do  but  to  try  a  policy  of  leniency.  On  the  occasion  of 
the  birth  of  a  son  and  heir  to  the  throne,  the  Emperor  issued  a 
manifesto  cancelling  all  the  tax  arrears  of  the  peasantry,  and 
abolishing  corporal  punishment  and  chastisement  of  peasants. 
This  %vas  the  Manifesto  of  August  11,  1904,  True,  the  tax 
arrears  could  not  be  collected,  and  the  abolition  of  flogging,  as 
we  shall  soon  see.  remained  a  dead  letter.  But,  nevertheless,  it 
was  the  first  step  that  the  government  had  taken  since  1861  to 
meet  the  needs  of  the  peasant  class.* 

With  this  manifesto  began  the  liberal  era  of  the  Russian  gov- 
ernment, which  lasted  but  a  few  months.  The  people  realized  that 
this  liberalism  was  forced  by  the  blows  of  the  Japanese  armies 
and  by  the  terrorists'  bombs;  they  appreciated  the  weakness  of 
Ae  government  and  instead  of  tseing  appeased,  the  whole  of  edu- 
cated Russia  started  a  concentrated  campaign  against  the  govern- 
ment, demanding  further  and  more  vital  concisions. 

*$ce  Vcselovski,  KresH&nski  v&ffres^  etc.,  1907,  p.  2g, 
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The  government,  on  the  other  hand,  did  not  dare  to  stop  the 
flow  of  criticism  by  its  censorship  for  fear  of  giving  rise  to  still 
greater  opposition.  As  a  result  we  see  the  press,  in  spite  of  all 
censorship,  enjoying  a  d^ree  of  liberty  hitherto  unheard  of  in 
Russia. 

So,  for  instance.  Prince  E.  N.  Trubetskoy,  a  leader  of  the  right 
wing  of  the  South-Russian  liberals,  has  published  an  article,  in 
which  we  are  told : 

"It  is  neither  our  army  nor  our  navy  that  has  suffered  defeats. 
The  defeats  were  those  of  the  Russian  bureaucracy.  . . .  The 
bureaucracy  has  been  searching  for  an  enemy;  but  it  did  not 
notice  the  foreign  enemy,  because  its  attention  had  been  diverted 
into  another  channel;  it  was  constantly  haunted  by  the  ghost  of 
an  internal  enemy.  It  saw  its  enemy  in  every  man  not  created 
in  its  own  likeness;  it  found  treason  in  every  man  who  placed 
the  dictates  of  his  own  conscience  above  the  commands  of  the 
bureaucracy.  It  silenced  everyone  who  would  have  raised  a 
warning  voice  in  time — ^who  would  have  told  the  truth  to  the 
throne.  And  now,  we  are  reaping  where  we  have  sown.  It  is 
time,  at  last,  that  we  should  take  account  of  the  dangers  which 
threaten  us  if  we  do  not  wish  to  be  taken  again  unawares.  Our 
bureaucracy,  with  its  principle,  divide  et  impera,  constitutes  a 
danger  not  only  to  our  exterior  relations  but  also  to  our  inner 
life.  ..."' 

Even  the  conservative  and,  as  a  rule,  governmental  "Novoie 
Vremia,"  for  the  sake  probably  of  keeping  its  subscribers,  had  to 
join  the  chorus.  So  we  read  in  that  sheet  in  an  article  of 
Menshikoff : 

"A  day  or  two  ago  I  was  shown  a  hard,  black  piece  of  mud; 
it  was  a  piece  of  bread  from  the  Krestetski  district.  This  bread 
was  made  of  bark  mixed  with  bran,  the  like  of  which  is  perhaps 
given  to  pigs  in  Western  Europe.  I  looked  at  this  bread  and 
thought:  this  bread  is  from  the  devil.  Would  the  Father  give 
this  black  stone  to  His  children,  who  pray  for  bread?  This 
bread  is  from  the  devil,  from  the  source  of  darkness  and  of  fear, 
from  disbelief  in  the  everlasting  law  of  life,  from  disbelief  in 
freedom. ''^ 

*  Pravo,  1904,  N.  39.  *  Novoie  Vremia,  N.  10,  263,  for  October  9,  1904. 
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The  interest  of  the  peasantry'  in  the  fate  of  their  sons  and 
brothers  on  the  battlefields  of  Manchuria  won  for  the  Russian 
daily  press  a  ne\v^  and  enthusiastic  reader — the  Russian  p^sant. 
The  tone  of  g-aieral  criticism,  naturally  enough,  interpreted  to 
suit  local  conditions,  infected  the  peasant  body.  Revolutionary 
agitators  were  also  not  idle.  Revolutionists,  of  course,  realized 
all  the  defects  of  an  unorganized  agrarian  movement;  they 
preached  ot^anized  revolt  agains.t  the  government.  The  socialist- 
revolutionists  have  had,  unquestionably,  some  influence  uix>n  the 
agrarian  movement,  but  the  role  they  have  played  is  so  far  diffi- 
cult to  ascertain.  It  was  prol>al>ly  not  very  significant  in  1904, 
More  important  was  the  role  of  t!ie  peasants  who  came  back  to 
their  homes  after  working  in  the  cities.  The  strikes  at  the  end 
of  1904  and  at  the  beginning  of  1905  compelled  thousands  of 
them  to  return  to  their  native  villages,  carr>^ing  with  them  germs 
of  revolt  They  served  as  interpreters,  their  interests  were  wider 
than  those  of  the  other  villagers.  They  understood  the  meaning 
of  tlie  Red  Sunday,  they  could  explain  and  give  a  local  rendering 
to  general  proclamations  and  declarations,  as  for  instance,  that 
issued  after  the  Red  Sunday  by  St.  Petersburg's  men  of  letters,^ 
And  as  a  result,  we  find  serious  agrarian  disorders  and  riots  in 
almost  all  parts  of  Russia,  beginning  as  early  as  February,  1905, 

The  character  of  the  agrarian  movement  underwent,  during 
the  years  1905  and  igo6,  a  considerable  evolution*  Typical  of 
the  early  riots  in  1905  was  the  looting  and  burning  of  the  Dol- 
benkino  Estate  of  the  Grand  Duke  Sergius,  who,  as  the  reader 
reinembers,  vras  blown  up  in  Moscow  by  a  terrorist. 

The  case  of  the  state  vs,  the  ringleaders  of  the  Dolbenkino  riot 
is  ver>^  interesting  and  enlightening.  The  evidence  brought  forth 
illuminates  the  situation  of  Russia's  peasantry  and  the  motives 
of  the  wdespread  agrarian  uprising, 

*Tbo  proclamaticm  reads  as  foUows:  *'The  public  should  understand  that  the 
gov^mmem  tias  declared  war  on  the  entire  Russian  people.  There  is  no  further 
doubt  on  this  point.  The  government  which  is  unable  to  hold  intercourse  with 
the  people  except  with  ihe  assistance  of  sabres  and  rifles  is  self-condemned.  We 
sufnmoD  all  the  vital  energies  of  Russian  society  to  the  assistance  of  the  working- 
men,  who  began  the  siruggie  for  the  common  cause  of  the  whole  people.  Let 
shame  overwhelm  the  names  of  thoso  who  in  these  days  of  great  and  fateful 
ttmggle  oppose  the  people  and  join  the  ranks  of  their  hangmen/' 
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The  estate  was  giving  a  net  profit  to  the  Grand  Duke  of  about 
130,000  rubles  yearly;  the  superintendent  of  the  estate  was  a 
bureaucrat  of  high  rank,  formerly  in  government  service,  real 
Councillor  of  State  and  His  Majesty's  Master  of  Hounds — ^Fila- 
tieff.  The  income  of  the  superintendent  amounted  to  19,000 
rubles  yearly.  The  estate  of  the  Grand  Duke  encircles  the  peasant 
lands,  which  were  poor  in  quality  and  extremely  insufficient  in 
quantity.  A  large  peasant  family  of  about  eight  members  had, 
on  an  average,  about  three  dessiatines.  On  the  produce  of  their 
land  allotments  the  peasants  could  not  live,  and  hence  they  were 
obliged  to  rent  land  from  the  estate.  About  80%  of  the  fields 
and  meadows  of  the  estate  were  thus  rented  to  the  peasantry. 
They  paid  from  10  to  40  rubles  pro  dessiatine,  an  extraordinarily 
high  monopoly  rate  of  rent.  From  the  estate  the  peasants  also 
had  to  buy  bread,  i.  e.,  grain  at  a  rate  always  much  higher  than  the 
market  rate,  even  when  they  were  purchasing  the  grain  for  cash. 
The  peasants  were  owing  the  estate  15,000  rubles  for  grain 
advanced  on  account  of  work.  Thus  they  were  completely 
dependent  economically,  and  even  physically,  upon  the  estate. 
Laws  did  not  exist  for  the  administration  of  the  estate.  All  laws 
governing  contract-labor  were  disregarded,  and  fines  were 
imposed  and  exacted  with  or  without  reason.  For  instance,  a 
number  of  peasants  came  to  Filatieflf  to  rent  some  land.  When 
he  set  his  price,  the  peasants  begged  him  not  to  be  so  exorbitant. 
For  not  accepting  the  price  set,  or,  as  he  put  it,  "for  not  obeying, 
I  fined  them  100  rubles."^  This  fine  they  had  to  pay,  or  they 
could  rent  no  land  at  all. 

The  law  prohibits  fining  day  laborers;  permanent  employees 
can  be  fined,  but  the  fine  must  not  exceed  their  wages  for  two 
days.  The  administration  acknowledged  that  the  law  was  dis- 
regarded. "If  the  fines  do  not  please  the  peasants  let  them  com- 
plain," was  the  attitude  of  Filatieflf.  But  there  was  no  use  in 
complaining.  Once,  when  the  situation  vsras  brought  to  the 
attention  of  the  Grand  Duke  by  the  Marshal  of  Nobility,  Vasitch, 
the  Grand  Duke  expressed  his  complete  satisfaction  with  the 
administration  of  the  estate.*     And  the  fine-system,  land  and 

'  "  Delo  o  razgrome  Dobenkovoy  economii/*  in  the  '*  Sudebnia  Drami/*  1905, 
part  VIII,  p.  306.  *  Ibid.  p.  257. 


1907] 


Agrarian  Movement  in  Russia. 


29 


bread  usury,  became  after  that  still  more  rigid  and  oppressive. 
Filatieff  acknowledges  that  he  never  sold  grain  for  less  than  60 
kopeks  a  pud^  while  the  market  price  was  48  kopeks;  at  tlie  time 
of  the  riot  he  was  charging  85  kopeks  pro  pud.  The  peasants 
were  fined  for  gathering  berries  in  the  woods,  for  bathing  in  the 
lake,  for  smoking  on  the  public  road  within  the  domains  of  the 
estate,  for  no^  taking  oflF  their  hats  before  overseers;  even  for 
talking  aloud.  One  of  the  foremen,  who  received  but  20  rubles 
a  month,  paid  in  fines  in  the  coarse  of  his  ser\^jce  500  rubles. 
According  to  the  testimony^  almost  everybody  who  w^orked  on 
tJie  estate  w^as  fined,  the  fines  varying  from  I  to  I  DO  rubles. 

The  day  of  reckoning  came  on  February  28,  1905,  A  number 
of  peasants  came  to  the  manor  and  demanded  from  Filatieff  that 
all  fin^  should  be  abolished,  diat  certain  employees  should  be  dis- 
missed, and  that  bread,  on  account  of  work,  should  be  advanced 
at  the  market  price,  Filatieff  promised  to  accede  to  these 
demands^  and  succeeded  in  quieting  the  crowd  for  a  moment. 
But  very  soon  another  much  larger  crowd  came  to  the  scene 
of  action  much  more  agitated  and  much  less  conciliatory.  Fila- 
tieff was  knocked  down,  the  distillery  destroyed,  the  bams  looted, 
buildings  burned,  and  damage  done  to  the  estate  amounted  to 
241,590  rubles. 

The  attorney  for  the  state,  no  less  than  the  lawyers  of  the 
defense  emphasized  the  extremely  miserable,  slavish,  and  half- 
starved  condition  of  the  peasantry  in  general  and  of  the  Dolben- 
kino  rioters  in  particular^  and  the  court  imposed  upon  42  rioters 
comparatively  light  sentences.* 

The  movement  spread.  By  April,  hundreds  of  estates  in  the 
provinces  of  Kursk,  TchemigofF,  Ryazan,  Orel,  SaratoflF,  Lub- 
lifL,  Siedlec  and  Vitebsk  had  been  looted.  Usually  on  a  certain 
night,  a  signal  was  given  by  the  peasants;  a  bundle  of  straw 
fasten^  to  a  long  pole  would  be  burned  near  an  estate  which  the 
local  peasantry'  had  decided  to  loot,  and  the  next  day  peasants 
from  far  and  near,  often  with  500-700  teams,  would  assemble, 
break  the  doors  of  the  bams,  take  the  grain  and  depart*  At  this 
stage  of  the  movement  the  buildings  were,  as  a  rule,  not  demol* 

*lbid*  pp*  292-302,  334, 
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ished,  the  houses  of  the  landlords  not  even  approached,  and  no 
violence  done  to  the  landlords  or  their  superintendents.* 

While  the  peasant  movement  was  spreading  and  increasing, 
the  outlines  of  a  new  order  of  things  were  already  visible  on  the 
political  horizon.  It  goes  without  saying  that  it  was  not  a  chance 
coincidence.  The  same  causes  that  led  the  educated  classes  and 
the  city  workingmen  to  press  the  government  till  autocracy  was 
ready  to  abdicate,  was  pushing  the  peasants  and  making  them 
revolt  against  the  powers  that  were  oppressing  them. 

The  country  people  were  in  a  different  situation  from  the  city 
population.  In  the  capital  people  were  challenging  the  central 
government,  the  crown,  the  whole  bureaucratic  machinery.  In 
spite  of  the  existing  police  regulations  which  prohibited  gather- 
ings, political  mass  meetings  were  held,  and  tens,  often  hundreds 
of  thousands  were  parading  the  streets.  In  spite  of  legislation 
against  them,  political  and  economic  strikes  took  place  daily.  In 
spite  of  censorship,  newspapers  were  assailing  mercilessly  the 
autocratic  regime.  And  this  regime  was  reduced  to  a  farce,  the 
system  was  broken.  There  was  nothing  left  of  it  but  sporadic  out- 
breaks of  gx>vemmental  fury,  signs  of  agony  not  of  self-confi- 
dence or  strength.  In  the  provincial  towns  there  were  the  same 
conditions  on  a  smaller  scale.  But  in  the  country  on  those  vast 
and  endless  plains  of  Russia, — how  could  the  unrest  manifest 
itself?  March  against  the  government?  But  the  government 
was  in  St.  Petersburg.  Does  not  a  Russian  proverb  tell  us  that 
God  is  too  high  and  the  Tsar  is  too  far  to  be  reached  ?  Or  shall 
the  restless  multitudes  march  against  an  isolated  rural  policeman, 
who,  naturally  enough,  tries  to  keep  out  of  their  way?  With  the 
government  the  peasants  have  come  little  in  contact,  though  they 
have  felt  its  effect.  They  were  ignorant,  poor,  and  half-starved, 
they  had  not  enough  land,  they  were  living  at  the  mercy  of  their 
neighboring  landlords.  It  was,  therefore,  against  the  latter  that 
their  movement,  their  political  demonstration — if  we  may  call  it 
so — was  directed. 

And  yet  there  was  great  similarity  between  the  two  movements; 
the  ends  in  view  were  almost  identical.  The  people  clamored  for 
their  rights.    But  what  are  our  rights?    Just  what  we  firmly  con- 

'  Veselovski,  KresHanski  Voj^os,  pp.  32-33. 
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sider  them  to  be.  The  city  people  considered  free  speech,  a  free 
press,  free  assemblage*  freedom  of  coalition,  as  their  God-given 
rights  and  they  tCK>k  them;  they  simply  captured  them,  not  wait- 
ing for  any  legalization  and  in  face  of  existing  legislation  pro- 
hibiting these  very  liberties.  And  the  old  law,  but  yesterday  so 
formidable,  lost  over  night  its  force,  value,  and  significance;  all 
that  for  a  tirne  was  left  of  it  was  the  paper  it  was  printed  on. 

When  there  is  nothing  to  eat,  the  right  of  free  speech  is  not 
exactly  the  first  course  one  is  clamoring  for.  Whatever  appeals 
to  us  as  essential  to  our  individual  or  social  existence  we  will  ele- 
vate into  the  category  of  natural  and  divine  rights.  If  these 
coveted  rights  are  within  reach,  we  are  more  than  likely  to  try  to 
get  hold  of  them.  Painful  as  it  may  be  to  a  learned  lawyer  or 
jrfiilosopher,  the  Russian  peasant  saw  fit  to  include  the  right  to 
land,  to  the  landlord's  land,  among  the  first  and  foremost  natural 
rights  of  mankind.  And  just  as  the  city  population  has  captured 
the  liberties  of  speech,  of  press,  of  assembly,  and  of  coalition,  so 
did  the  peasant  proceed  to  capture  the  landlord's  land  or  its 
products. 

Interesting  is  the  circumstance  that  the  peasant  in  so  acting 
invariably  justified  his  acts  on  some  theory  or  other»  more  or  less 
of  his  own  making.  These  theories  differed  according  to  local 
circumstances.    The  most  current  justifications  were : 

Land  is  a  gift  of  God  like  atr  and  water;  it  belongs  to  all — 
A  communistic  doctrine. 

The  soil  by  right  belongs  to  the  tiller  of  th«  soil,  not  the  land- 
lord,— but  we  are  working  on  his  fields;  these  fields,  therefore, 
should  by  right  belong  to  us. — A  labor  theory  of  ownership. 

While  serfs,  we  have  for  centuries  worked  on  these  fields  for 
nothing.  We  have  covered  them  with  our  sweat;  we  have 
drenched  them  in  our  tears.  With  our  serf  labor  we  have  paid 
for  these  fields  over  and  over  again.    Now  we  claim  them. 

Such  wxre  the  theories.  Thus  there  was  no  lack  either  of 
actual  grie\^ance  nor  of  the  unifying  elements  of  doctrine  and 
purpose. 

The  reactionary  papers,  the  so-called  **Black-Hundred"  papers, 
were  troubled  for  fear  that  this  growing  unrest  of  the  peasantry 
miglit  compel  the  go\'emment  to  sacrifice  the  interests  of  the 
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nobility  to  those  of  the  wakening  inilHons  of  the  common  people. 
They,  therefore^  began  to  print  on  their  pages  letters  from  real  or 
perhaps  imaginary  peasants  in  which  perfect  satisfaction  with  the 
existing  order  of  things  was  expressed,  and  which  laid  all  Rus- 
sia's troubles  at  the  door  of  a  few  agitators* 

To  counteract  such  statements,  the  peasants  of  the  province  of 
Moscow  sent  delegates  to  a  Peasant  Convention  that  was  held 
in  May,  1905. 

These  delegates,  in  their  resolution,  charged  the  bureaucracy - 
with  being  the  real  source  of  all  their  misery.  They  demanded 
a  representative  form  of  government  and  a  bill  of  rights.  These 
Moscow  delegates,  furthermore,  decided  to  organize  and  form 
an  **A11- Russian  Peasant  Union,"  consisting  of  delegates  from  the 
peasants  of  all  provinces,  who  were  to  meet  often  at  conventions, 
to  deliberate  and  decide  upon  the  course  of  action  of  Russia's 
peasantry. 

In  accordance  with  tliese  decisions,  two  conv^itions  of  the 
delegates  of  the  Peasant  Union  were  held,  both  in  Moscow,  in 
August  and  in  November,  1905.  The  influence  of  this  Union 
was  great.  In  the  territory  of  the  Don-Cossacks  alone,  the  Union 
counted  not  less  than  200,000  bona  fide  members.  There  were 
two  tendencies  among  the  delegates:  one  in  favor  of  forcible 
expropriation  of  the  landlord's  property,  expulsion  of  authorities 
and  organization  of  local  revolutionary  committees;  the  other 
in  favor  of  more  peaceful  methods. 

But  things  developed  so  rapidly  in  Russia  that  the  Peasant^ 
Union  had  no  time  to  organize  the  peasantry  and  to  control  and 
lead  the  masses.  However,  it  added  greatly  to  tlie  general  agi- 
tation. It  became  a  living  nexus  between  the  city  and  the 
countrJ^  Now  the  country  folks  began  to  have  their  mass  meet- 
ings, to  import  city  orators,  and  the  feverish  tempo  of  the  capital 
w^s  imparted  to  the  aroused  peasantry*  of  all  the  Russias* 

October  came — the  month  of  the  great  general  strike,  of  the 
Manifesto  granting  tlie  constitution,  and  of  massacres  which  fol* 
lowed  the  Manifesto  in  hundreds  of  Russian  towns.  The  agita- 
tion of  the  Revolution,  the  agitation  of  the  counter-revolution, 
the  blood  spilt  by  the  Black  Hundreds  wiUi  the  sanction  of  the 
government,  the  famine  which  began  to  naake  itself  felt, — ajl 
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this  gave  to  the  agrarian  movement  a  somewhat  unexpected  turn. 
It  suddenly  blazed  like  wn'ldfire  through  Kaukasus,  Poland,  and 
the  Baltic  provinces,  and  through  140  counties  in  27  provinces 
of  Russia  proper.  In  one  month  not  less  than  2,000  estates  were 
pulled  to  pieces  and  burned.  In  10  provinces  alone  tlie  damage 
done  amounted  to  about  29  million  rubles.  The  peasants  only  in 
exceptional  cases  killed  or  injured  the  owners  of  the  estates,  but 
there  was  a  distinct  tendency  in  the  movement  not  only  to  help 
themselves  to  the  grain  and  the  field  products  stored  in  the  bams^ 
but  also  to  expropriate  the  land  and  get  rid  of  the  landlords. 
That  is  why  they  burned  the  manors  to  so  large  an  extent  'Mf 
we  should  leave  the  houses  and  the  bams,  the  landlords  will  come 
back  in  two  or  three  months  and  live  here  as  in  the  good  old 
days,  but  if  there  are  no  houses  and  no  barns  here,  then  for  at 
least  two  years  we  will  not  see  much  of  them.  Besides,  if  Cos- 
sacks are  sent,  they  will  find  life  in  our  peasant-huts  less  conve- 
nient than  that  they  would  have  in  the  houses  and  bams  we  have 
burned/**  Burning  of  houses  and  bams  was,  therefore,  system- 
atically practiced  by  the  peasants  where  they  were  not  merely 
looting  the  field  products,  but  where  they  were  in  all  earnestness 
expropriating  the  landlords*  fields  and  dividing  them  among 
themselves. 

These  agrarian  riots  were  followed  by  methods  of  repression 
on  tlte  part  of  the  government  of  a  kind  unheard  of  even  in  Rus^ 
sia.  These  punitive  expeditions  were  carried  out  in  a  way  tliat 
can  scarcely  be  described.  Those  called  upon  to  enforce  law 
themselves  broke  all  laws,  human  and  divine.  The  atrocities  of 
the  govemmental  agents  and  of  the  Cossacks  far  surpassed  those 
of  the  Tartars,  when  they  invaded  and  conquered  Russia  seven 
centuries  ago. 

So,  for  instance,  on  November  8»  Governor  Bogdanovitch  gave 
an  official  order  to  the  ispravnik  (police  chief  of  a  county) 
Lamanski,  '*to  make  fewer  arrests  and  shoot  more."  Ispra\Tiik 
Lamanski  immediately  issued  an  order  to  his  captains  *'not  to 
talk,  but  to  shoot.  The  more  you  will  kill,  the  more  will  the 
authorities  appreciate  yotir  services  T*    And  the  police^  the  soldiers 
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and  Cossacks  acted  accordingly.  The  Manifesto  of  October  17th 
might  just  as  well  have  been  issued  on  another  planet* 

*The  inviolability  of  person''  s«xjnds  like  a  terrible  parody  when 
one  considers  what  followed  on  the  heels  of  the  Manifesto, 
Laman ski's  troops  killed  indiscriminately*  After  the  expedition 
was  over,  ei*ery  soldier  received  vodka  and  a  rcivard  of  o  rubles; 
all  those  thai  had  killed  mef^  received  a  reward  of  double  that 
amount} 

Peasants  were  flogged  and  tortured  by  the  wholesale.  In  the 
village  of  Pavlodar  seven  men  were  tortured  to  death.  In  the 
village  of  Aleshki  five  men,  in  the  village  •of  Lipyagi  nine  men 
died  from  tortures>  and  this  was  in  the  presence  of  higher  officers, 
who  explained  to  the  peasants  that  they  are  teing  flogged  and 
beaten  to  death,  *'By  order  of  His  Imperial  Majesty/*  In  the 
village  of  Aleshki  an  outsider  named  Polianin-Podbolotoflf,  who 
witnessed  these  performances,  protested  against  them,  pointing 
out  that  His  Majesty  had  abolished  corporal  punishment  a  year 
ago.  The  officer  in  charge  then  ordered  the  Cossacks  '*to  show 
that  man  if  corporal  punishment  was  aboHshed  or  not.**  There- 
upon the  unfortunate  witness,  who  dared  to  protest,  was  flogged 
to  insensibility.  He  was  taken  to  the  hospital  in  Muchkan,  but 
died  on  the  way* 

Farmhouses  of  peasants  that  took  part  in  the  agrarian  move- 
ment were  burned  by  the  Cossacks  systematically.  In  hundreds 
of  cases  whole  villages  were  thus  burned. 

That  was  not  enough.  Just  as  the  imaginative  and  ingenious 
St  Petersburg  government  invented  massacres  of  Jews  and  of 
liberal  Russians  as  a  means  of  combating  the  revolution,  just  as 
it  incited  and  organized  a  race  war  between  Tartars  and  Armen* 
ians  for  the  same  purpose,  so  it  invented  a  new  form  of  punish- 
ment for  rebellious  peasants.  This  method  was  the  wholesale 
raping  of  peasant  women. 

There  are  quantities  of  material  before  me  that  leave  no  shadow 
of  doubt  but  that  systematic  raping  went  on  with  tlie  permission 
of  the  higher  commissioned  oflRcers.  Here  is  the  evidence  of  the 
priest  of  the  village  Soss,  He  tells  us  that  when  the  villagers 
met  the  officers  with  bread  and  salt  outside  of  the  village,  the 

>  Fesbekhonoff*  A^arnaia  PrM^ma,  pp.  3I-59# 
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officers  refused  to  accept  it,  "No  sooner  did  the  Cossacks  enter 
the  villag^e,  a  few  hundred  of  them,  than  a  signal  was  given  with 
a  bugle.  At  the  sound  of  the  bugle  the  Cossacks  jumped  off  from 
their  horses  and  ran  everywhere  after  the  women.  They  caught 
tliem  cm  the  streets,  on  the  road,  in  the  gardens;  from  every 
direction  we  heard  fearfui  shrieks,  they  assauhed  them  every- 
where. All  this  was  witnessed  and  seen  by  the  officers^  the  com* 
mander  of  the  district  (uexdni  nachalnik)  and  the  'mirovoi  pos- 
rednik'  (a  high  civil  officer).  But  nobody  interfered/'*  And 
that  went  cm  in  hundreds,  in  thousands  of  villages.  We  could  fill 
this  number  of  this  Review  with  nothing  but  the  names  of 
assaulted  women  and  of  killed  or  tortured  men.  And  it  is  to  be 
remembered  tlxat  only  a  smalt  proportion  of  victims  was  regis- 
tered by  the  public  press* 

In  the  meantime,  the  famine  was  spreading,  milHons  of  peasants 
were  stannng,  and  public  and  private  agencies  were  offering 
their  help.  But  what  was  the  attitude  of  the  government?  In 
a  circular  letter  to  tlie  governor-generals  and  governors  of  all 
the  provinces,  the  Secretary  of  Interior,  Doumovo,  orders  imper- 
atively that  no  food  or  help  of  any  kind  should  be  given  to  the 
peasants  who  had  taken  part  in  the  agrarian  movement^ 

Even  some  Russian  provincial  officials  thought  Doumovo  was 
going  too  far,  and  the  authorities  of  the  districts  of  Kamishinsk 
and  Balashoflf  openly  refused  to  obey  this  order,  justifying  their 
insubordination  on  grounds  of  common  humanity.^ 

Remarkable  also  was  Dournovo's  statement  to  Prince  Orbeli- 
ani,  tlie  delegate  from  the  United  Zemstvo  Relief  Conmiittee* 
"To  feed  the  people  is  immoral"  was  the  dictator's  point  of  view-* 

There  is  a  tendency  on  the  part  of  His  Majesty's  cabinet  to 
shift  the  responsibility  for  crimes  committed  by  the  government 
upon  petty  officers*  Such  a  farce  could  deceive  only  foreigia  cor- 
respondents. The  despatches  of  the  Secretary  of  Interior  are 
now  pubHc  property.  In  one  of  these  despatches  signed  by  Dour- 
novo^  we  read  the  order  "to  exterminate  the  rioters,  and  in  case 

*  Kitmkofl;  Raiprmvi  i  RatstrfH,  pp.  229-130^ 

•Sec  Vcselovski.  Krtstiamki  Vgpr&s  1  KreHmmkoie dvUhtnie,  p,  99^ 

•"Ru»sy,"  1906,  N.  It, 

*I§wstiA  Obtkthfwemik&i  Orgamimdi,  N.  4-5,  P<  ^6. 


36  Yale  Review.  [May 

of  resistance  to  bum  their  homesteads.  At  the  present  time  all 
insubordination  must  be  eradicated  once  and  for  all.  Arrests  do 
not  lead  to  our  aim;  to  judge  hundreds  and  thousands  of  people 
is  impossible.  One  thing  is  needed :  the  troops  must  be  inspired 
by  my  aforesaid  instructions.    P.  Doumovo."* 

This  "inspiration"  is  only  too  apparent  in  the  subsequent  acts 
of  the  governors.  So,  for  instance,  the  Governor  of  Bakhmut 
ordered,  on  February  2,  the  use  of  artillery  against  all  villages 
where  disorders  were  taking  place,  and  the  destruction  of  the 
houses  by  fire.* 

In  this  way  the  government  was  sowing  the  seeds  of  hatred 
and  vengeance,  laying  up  death  for  future  generations. 

I  own  a  picture — z,  Russian  winter  landscape.  Through  the 
snow-covered  fields  a  river  is  flowing — ^a  river  of  blood;  over  the 
white  snow  fields  comes  marching  a  lonely  but  gigantic  figure. 
This  figure  is  Death. 

This  is  indeed  a  true  picture  of  Russia  during  the  winter  of 
1905-1906.  With  the  spring  the  agitation  revived.  Riots  and 
the  burning  of  estates  were  not  so  general,  because  the  hopes  of 
the  peasantry  were  centered  upon  the  coming  Duma.  All  their 
efforts  were  set  upon  the  election  of  worthy  representatives,  who 
should  go  before  the  Tsar  and  tell  him  about  the  horrors  and  pri- 
vations of  the  Russian  peasant's  life.  But  as  the  demands  of  the 
Duma  were  one  after  another  rejected  by  the  government,  the 
peasant  movement  began  again  to  spread. 

But  in  the  few  months  that  had  elapsed,  the  peasantry  had 
learned  a  great  deal,  the  government  nothing.  While  many 
hundreds  of  manors  and  estates  were  burned  during  the  summer, 
the  movement  was  chiefly  characterized  by  entirely  new  aspects. 
We  see  the  peasantry  organizing  boycotts  and  agricultural  strikes. 
We  see  the  laborers  striking  for  higher  wages,  shorter  hours, 
better  treatment.  The  strikes  were  so  tvell  organized  that  they 
generally  succeeded  in  raising  wages  from  33%  to  200%.  In 
the  northwestern  provinces  strikes  were  general  in  about  20 
counties.  In  the  southern  and  central  regions  we  find  the  strike 
spreading  in  66  counties  of  the  provinces  of  Poltava,  Tchemigoff , 

'  Despatch  of  January  5,  1906,  published  by  "Russy." 
*  Slonimski,  PolitUheskaia  Etuyehpedia^  vol.  1,  p.  66. 
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Kharkoff,  Kursk,  Orel,  Tula,  Ryazan,  Tainboff,  Voronezh  and 
Saratoff, 

The  agrarian  problem  as  it  confronted  the  first  Duma  and  the 
agrarian  programs  of  the  different  parties  are  subj^ts  too  vast 
to  be  discussed  in  this  connection.  The  governmental  agrarian 
legislation,  promulgated  after  the  first  Duma  w^  dispersed,  though 
very  interesting,  would  carry  us  too  far  if  discussed  in  detail. 
What  must  here  be  stated  is  this,  that  none  of  this  legislation  was 
passed  in  the  interest  of  the  peasant  class*  It  became  perfectly 
clear  that  practically  all  parties  of  the  first  Duma  were  in  favor 
of  the  expropriation  of  the  crown  lands  without  compensation. 
The  Tsar,  knowing  that  the  people  of  Russia  might  sooner  or 
later  confiscate  the  estates  of  the  Imperial  family,  the  title  to 
which  is  exceedingly  doubtful,  issued  in  the  absence  of  the  Duma 
an  ukase,  ordering  the  sale  of  the  crown  lands  to  the  so-called 
Peasant  Bank.  This  ukase  not  only  contradicts  the  spirit  and  the 
letter  of  the  constitution,  but  does  not  even  conform  with  its 
technical  details,  not  having  been  countersigned  by  tlie  responsible 
minister,^ 

It  is  well  known  throughout  Russia  that  the  "Peasant  Bank" 
does  not  operate  in  the  interests  of  the  peasantry,  but  that  its 
chief  purpose  is  artificially  to  increase  the  value  of  the  land  of 
the  nobility. 

As  a  result,  for  instance,  in  the  province  of  Kharkoff  the 
peasant  had  to  pay  102  rubles  for  a  dessiatine  of  land  bought 
thpugh  the  Peasant  Bank  and  but  83  rubles  if  bought  through 
another  agency;  in  Kursk  135  rubles  through  the  Bank,  96  other- 
wise; in  Bessarabia  142  rubles  through  the  Bank,  62  otherwise; 
in  Saratoff  65  rubles  through  the  Bank,  49  rubles  otherwise;  in 
Kieff  172  rubles  througli  the  Bank,  129  rubles  otherwise,  etc.,  etc' 

During  the  last  two  years  the  price  of  land  has  dropped  very 
considerably,  due  to  the  virar,  the  agrarian  movement  and  the 
rei'olution  in  general  But  such  considerations  do  not  weigh 
with  the  Peasant  Bank,  especially  when  it  deals  with  men  on  the 
top.  Here  are  valuations  placed  by  the  Bank  on  estates  in  1904 
and  1906  respectively: 

'  PraviuhH^rHm  Vfsimk  for  August  14,  1906,  and  October  aS,  1906, 
^Stikii,  N,  u.  p.  &. 
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In  1904.  In  1906. 
Estate  of  M.  Gopandopulo  in 

Volhjmia,  74-125  rubles  pro  dessiatine,  225  R. 

Estate  of  M.  Rimski-Korsakoff  in 

Volhynia,  86-119  *^° 

Estate  of  Mme.  Orlovski  in  Podolia,  66-181  234 

Estate  of  M.  Gorainoff,  101-133  213 

Estate  of  Prince  Volkonski  in  Tomboff,       101-162  194 

Estate  of  M.  Putiloff  in  Ryazan.  132-148  R.  191  ^ 

Such  examples  can  be  quoted  ad  infinitum,  but  they  can  only 
prove  what  everybody  already  knows,  that  the  land  of  the  "White 
Tsar"  is  the  land  of  the  blackest  g^ft. 

A  great  deal  of  attention  and  a  great  deal  of  criticism  has 
been  attracted  to  the  unconstitutional  and  not  countersigned  law 
of  November  9,  1906.  It  authorizes  every  member  of  the  village 
commimity  to  declare,  if  he  so  chooses,  his  allotment  as  his  pri- 
vate property.  This  law  practically  dissolves  the  village  zom- 
munity  or  "mir."  This  is  really  a  progressive  step.  But  it  is 
clear  that  on  the  part  of  the  government  it  was  but  a  very  clever 
move  to  create  class  antagonism  among  the  peasantry,  and  so 
divert  them  from  their  antagonism  to  the  landlord  class.  It  is 
obvious  that  only  the  few  well-to-do  peasants  will  hasten  to 
become  private  landowners,  and  that  they  will  earn  the  ill-will  of 
the  unfortunate  pauper  pheasants.  It  is  the  old  governmental  wis- 
dom— "divide  et  impera." 

What  the  future  has  in  store  for  Russia  no  one  can  tell.  But 
it  seems  clear  that  there  is  no  hope  for  genuine  improvement  in 
the  peasants'  situation  so  long  as  the  government  is  not  responsi- 
ble to  the  people. 

Vladimir  G.  Simkhovitch. 

G>lumbia  University. 


*  Tovarishch,  N.  143,  of  Jannaiy  i,  1907. 
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T^HE  recent  reforms  in  the  consular  service  of  tlie  United 
^  States  are  the  result  of  no  entirely  new  movemenit  For 
upwards  of  thirteen  y^rs  the  public  mind  has  been  directed  to  this 
question.  The  whole  matter  has  been  discussed  freely  by  writers 
in  the  leading  newspapers  and  magazines;  by  government  officials, 
many  of  whom  have  had  experience  in  the  foreign  serv^ice;  by 
ofl&cers  of  the  Department  of  State  who  have  superintended  the 
consular  corps;  by  successive  congressional  committees;  by  the 
National  Civil  Service  Reform  League;  and  by  most  of  the  lead- 
ing merchants' associations,  Chambers  of  Commerce  or  Boards  of 
Trade  throughout  the  country.  Moreover,  the  fundamental  prin- 
ciple which  J  it  was  believed,  should  form  the  basis  for  consular 
reorganization,  have  repeatedly  been  embodied  in  bills  introduced 
into  the  House  or  Senate  by  leading  exponents  of  the  reform 
interests. 

The  causes  for  such  general  dissatisfaction  are  too  well  known 
to  require  elaboration  here  Moreover,  the  specific  evils  of  the 
service  will  appear  later  when  the  details  of  the  recent  reform 
movement  are  considered.    Its  culmination  in  the  Act  of  April  5, 
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1906,  may  be  traced  largely  to  the  relative  rise  in  importance  of 
the  commercial  features  of  consular  duties*  The  helpful  influence 
of  a  carefully  selected  and  trained  body  of  consular  officials  in  the 
expansion  of  foreign  commerce  has  only  comparatively  recently 
come  to  be  appreciated.  Gradually,  however,  the  possibilities 
here  involved  have  dmwn  the  attention  of  the  commercial  and 
industrial  associations  to  the  subject  of  consular  reorganization 
on  the  basis  of  practical  business  metliods. 

The  reason  why  the  business  interests  of  the  country  should 
now  reinforce  the  ranks  of  the  earlier  reformers  is  suggested  by 
the  United  Stat^  Civil  Service  Commission  as  follows:^ 

*'Our  consular  service  has  attained  to-day  an  importance,  far 
beyond  that  whicli  it  had  in  any  previous  period  of  our  history* 
So  long  as  our  exports  wexe  confined  to  a  few  agricultural 
products,  and  wc  sold  our  manufactured  goods  mostly  at  home, 
the  foreign  consul  vk^s  a  man  of  comparatively  little  importance. 
But  we  have  entered  upon  a  new  phase  of  our  national  career. 
We  have  become  the  foremost  productive  nation  in  the  world. 
All  other  countries,  even  those  of  Europe,  are  full  of  undeveloped 
possibilities^  and  enormous  industrial  changes  are  going  on  fur- 
nishing opportunities  for  the  indefinite  extension  of  our  com- 
merce. This  is  the  time  for  America  to  seize  the  opportunities 
and  to  use  its  special  genius  for  organization  and  invention  in 
extending  its  industrial  preeminence,  A  great  deal  has  been  done 
already  with  very  imperfect  governmental  machinery  and  mone 

highly   developed    individual    initiative To   maintain 

and  increase  our  industrial  prominence,  we  ought  to  have  by  far 
the  best  consular  service  in  the  world.  We  should  have  the 
quickest  and  most  reliable  information  as  to  our  opportunities, 
as  well  as  business  reprsentatives  who  are  able  to  improve  them. 
This  can  only  be  done  by  a  consular  service  which  is  uniformly 
instructed  and  alert." 


Although,  as  will  appear  later,  the  above  extract  underestimates 
tiie  function  of  the  consul  otherwise  than  as  an  envoy  of  trade,  it 
strikes  the  keynote  of  the  recent  reform  movement.  The  con- 
sular service  is  to-day  rapidly  becoming  a  well-recognized  factor 
in  commercial  expansion.  Half  a  century  ago,  owing  to  the  com- 
paratively slight  econctfnic  development  of  the  country^  the  situ- 

'  Nineteenth  AqeiuaI  Report  for  year  ended  June  30,  tgofl,  p,  a6. 
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ation  was  entirely  different.  The  commercial  function  of  the 
consular  official  had  scarcely  been  conceived*  This  was  because 
the  encouragement  of  domestic  trade  was  considered  of  the  first 
knportance.  Foreign  commerce  was  then  too  inconsiderable  to 
receive  serious  attention.  Fifty  years  ago  the  population  of  the 
United  States  was  less  than  31  millions.  The  total  foreign  trade 
was  valued  at  $591,651,733,  of  which  the  imports  and  exports 
respectively  were  $310,432,310  and  $281,219,423,*  Since  that 
time  the  population  has  increased  almost  threefold.  The  foreign 
trade  has  expanded  until,  for  the  calendar  year  1906,  it  passed 
for  the  first  time  the  $3,000,000,000  mark,  the  imports  amount- 
ing to  $1,321,064,694  and  the  exports  to  $1,772,759,803,*  Of 
the  latter,  about  43%  were  manufactured  goods,  as  against  30% 
in  1896  and  22%  in  1886.^  This  rapid  increase  in  the  share 
which  manufactures  form  of  the  total  exports  indicates  that,  in 
the  near  future,  they  will  represent  more  than  half  the  value  of 
the  export  trade. 

The  numerous  and  far-reaching  changes  in  the  economic  organ- 
ization of  our  national  life,  which  are  but  partially  illustrated  in 
the  above  figures,  have  brought  the  United  States  into  new  eco- 
nomic relations  with  the  rest  of  the  world.  In  this  connection 
the  words  of  Secretary  Root  in  his  address  before  the  Tnans- 
Misstssippj  commercial  congress  on  November  20  last,  are  to  the 
point  He  said :  "Since  the  first  election  of  President  McKinley 
tlie  people  of  the  United  States  have,  for  the  first  time,  accumu- 
lated a  surplus  of  capital  beyond  the  requirements  of  internal 
development  That  surplus  is  increasing  with  extraordinaiy 
rapidity.  We  have  paid  our  debts  to  Europe  and  have  become  a 
creditor  instead  of  a  debtor  nation.  We  have  faced  about.  We 
have  left  the  ranks  of  the  borrowing  nations  and  have  entered  the 
ranks  of  the  investing  nations.  Our  surplus  energy  is  beginning 
to  look  beyond  our  own  borders  throughout  the  world,  to  find 
opportunity  for  the  profitable  use  of  our  surplus  capital;  foreign 
markets  for  our  manufactures;  foreign  mines  to  be  developed; 
foreign  bridges  and  railroads  and  public  works  to  be  built;  for- 

^Sutistical  Abstract  of  the  Unired  States,  1705,  p*  63&. 

*  Daily  CoBsuUr  and  Trade  Reports.  No.  3781:,  Jan.  30,  1907. 

'Austin,  O*  P»,  in  Annual  Financial  Review  of  Ihe  AT,    y,  Timti,  1907,  p.  24. 
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eign  rivers  to  be  turned  into  electric  power  and  light  As  in 
tiieir  several  ways  England  and  France  and  Germany  have  stood^ 
so  we  in  oiir  own  way  are  beginning  to  stand  towards  the  indus- 
trial enterprise  of  the  world/*' 

To  obtain  the  best  results  in  expanding  our  foreign  commence 
in  all  the  various  promising  fields  and  in  each  and  every  branch 
of  industry,  no  possible  expedient  may  be  overlooked.  This  pre- 
caution is  made  necessary  owing  to  the  keen  competition  in  busi- 
ness relations  to-day.  In  the  w^ork  of  exploiting  foreign  markets 
the  business  interests  of  this  country  see  in  the  consular  service, 
if  properly  ordered,  a  valuable  ally<  It  is  not  contended  that  the 
government's  representatives  may  aid  directly  in  this  matter. 
What  they  can  do  is  to  maintain  a  cordial  relationship  between 
our  people  and  those  of  other  nations.  Prejudices  are  thus 
reduced  to  a  minimum  and  the  way  becomes  paved,  so  to  speak, 
for  the  growth  of  trade  relations,  Again^  the  consul  should  have 
business  instincts  and  ambitions,  and  be  a  student  of  trade,  of 
markets,  and  of  conditions  and  competition  that  must  be  met. 
All  such  information  might  be  digested  and  catalogued,  the 
essential  facts  being  embodied  in  reports  to  the  State  Department 
Thus,  indirectly,  the  consul  might  render  an  important  service.  But 
that  close  personal  relationship  which  is  indispensable  for  the 
best  business  results,  can  be  brought  about  only  by  sending  abroad 
tmined  representatives  of  the  individual  firms  to  solicit  foreign 
orders.  By  joining  forces  w  ith  the  nearest  consular  official,  con- 
sulting with  him  on  matters  of  detail,  and  studying  his  catalogued 
information,  a  step  would  be  taken  toward  a  better  working! 
together  of  the  forces  which  are  the  upbuilders  of  foreign  trade,* 
What  has  already  been  achieved  in  the  invasion  of  foreign  mar- 
kets through  the  cooperation  of  the  better  class  of  our  consuls 
with  foreign  agents,  is  merely  an  indication  of  what  might  be  the 
result,  were  the  whole  service  composed  of  trained,  business-like 
officials^  What  the  reformers  demand,  therefore*  is  that  the 
soundest  business  principles  should  underlie  the  management  of 
that  branch  of  the  government  which  deals  especially  with  foreign! 
trade.     In  other  words,  they  contend  that  there  should  be  the 

^  See  Daily  Consular  aad  Trade  Reports,  No.  9780,  Jira,  39,  1906*  pp.  q-ii,  for 
article  by  Coosul  H<  W*  Harris  of  Maanheiro* 


1907]  Reforms  in  the  Consular  Service. 


43 


same  careful  selection  and  the  same  incentive  to  gcx)d  work 
among  consular  officers  as  prevail  in  the  business  world. 

But  there  are  other  duties  no  less  important  than  that  of  being 
an  envoy  of  trade  whicli  call  for  the  exercise  of  care  in  appointing 
consuls.  In  addition  to  the  general  powers  which  the  consuls  pos- 
sess under  international  laws  aiid  treaties,  our  tariff,  immigration, 
and  heattli  officers  impose  numerous  other  duties.  At  seaports 
they  are  required  to  inspect  the  manifests  of  vessels  clearing  for 
the  United  States,  to  see  that  the  tariff  laws  are  complied  with. 
The)'^  are  also  given  police  jurisdiction  over  vessels  of  commerce; 
they  must  investigate  the  causes  of  shipwrecks,  and  take  over  the 
property  of  stranded  vessels.  They  assume  the  offices  of  judges 
and  administrators  of  intestates^  and  take  charge  of  all  property 
for  which  there  is  no  I^fa!  representative.  To  consuls  also  belongs 
the  very  important  function  of  verifying  invoices  of  goods 
exported  to  the  United  States,  thus  preventing  frauds  on  the 
revenue.  Legal  instruments  are  attested  by  them,  and  deposi- 
tions taken  before  them.  In  some  non-Christian  countries,  con- 
suls are  given  both  civil  and  criminal  juri^liction.  There  they 
tiy  all  cases  between  American  citizens  and  between  Americans 
and  foreigners;  and  they  have  the  power  of  imposing  upon  the 
former  fines,  and  even  the  sentence  of  imprisonment  or  death- ^ 

Though  the  above  statement  regarding  the  functions  of  con- 
sular officers  is  far  from  complete,  enough  has  been  said,  perhaps, 
to  show  how  varied  and  important  are  their  duties.  To  insure 
good  work,  the  utmost  care  should  be  exercised  in  securing  men 
well  fitted  for  the  serv*ice  both  by  training  and  natural  endow- 
ment This  is  the  almost  uniform  practice  of  European  govern- 
ments. Their  consular  officers  are  selected  and  trained  with 
practically  as  much  care  as  army  and  naval  officers.  In  Belgium 
all  candidates  are  required  to  pass  a  competitive  examination. 
They  must  have  a  certificate  from  the  Institute  of  Commerce  at 
Antwerp,  and  a  degree  in  law  or  science  from  one  of  a  number 
of  prescrit>ed  colleges  or  other  schools.  The  modem  language 
requirement  is  severe  in  that  a  knowledge  of  French,  German 
and  English  is  indispensable.     Appointments  are  made  to  the 

'  Sec  Straus,  O,  S,,  Reform  In  the  Consular  Service,  pp,  4-6,  lor  a  more  com- 
plete itatement  of  consular  duties. 
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lower  gTBdes  of  the  service  and  promotion  follows  after  diligent 
service.^  The  excellent  British  system  and  its  comparative  free- 
dom from  politics  is  too  well-known  to  require  comment.  In  gen- 
eral, it  is  fair  to  say  that,  in  most  European  coimtries,  the  political 
opinions  and  affiliations  of  candidates  for  entrance  to  or  pro- 
motion in  the  consular  service  are  not  considered. 

It  is  a  well-known  fact  that  our  consuls  heretofore  have 
received  their  appointments  in  a  manner  which  offers  a  striking 
contrast  to  the  above.  That  practical  business  methods  have  not 
been  introduced  into  this  important  branch  of  the  government 
is  due  chiefly  to  the  fact  that,  mitil  recently,  the  consular  system 
was  still  "in  politics/*  The  situation  was  well  summarized  by 
the  United  States  Civil  Service  Commission  in  its  report  for  igor 
as  follows: 


"Under  our  present  system  of  patronage  appointments,  there 
is  little  security  that  the  men  appointed  are  qualified  for  their 
duties.  In  some  places,  notably  in  important  positions,  in  Great 
Britain,  Germany  and  other  European  countries,  we  have  been 
fortunate  enough  to  secure  men  not  only  of  the  highest  natural 
capacity,  but  admiiably  equipped,  and  their  consular  reports  have 
been  a  credit  to  the  service  and  of  immense  value  to  our  com- 
merce. But  in  other  positions,  especially  the  smaller  ones,  the 
political  removals  and  appointments,  which  had  been  repeated 
every  four  years  up  to  the  time  of  the  present  administration, 
have  made  the  term  of  the  consul's  service  so  short  that,  with  the 
meagre  pay  allowed,  first-class  men  cannot  be  secured.  Very 
few  of  our  consuls,  either  in  South  America  or  in  the  Orient,  are 
acquainted  with  the  language  in  which  they  are  required  to  trans- 
act much  of  their  business.  In  non-Christian  countries,  where 
consuls  are  charged  with  civil  and  criminal  jurisdiction,  and  may 
not  only  try  civil  causes  between  Americans  and  foreigners,  but 
may  sentence  our  citizens  to  fine,  imprisonment  or  even  death, 
American  consuls  are  not  lawyers*  Yet  it  is  in  many  of  the  more 
remote  and  smaller  places  that  the  best  opportunities  exist  for 
extending  American  conrnierce  and  furnishing  facilities  for 
American  investments. 

^  See  McAncnf,  Geo.,  Huw  Oik^r  C^untrie^  D9  li.  In  Century  Magasm«.  Feb- 
ruary, 1&99. 

See  Sheppirdp  £.  T.,  American  Consular  Service,  p.  450  of  vol.  Iv,  No,  6, 
Univeriity  of  California  Cbroaicle. 
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Appointments  to  these  places  are  often  made  for  political 
reasons,  and  often  on  account  of  the  needs  rather  tlian  the  quali- 
fications of  the  men  selected,  but  as  tiie  Coitmiittee  on  Foreign 
Relations  states  in  its  report  for  i8g6,  'to  consider  the  offices 
merely  as  sources  from  which  these  partisan  office-holders  may 
derive  four  years  of  maintenance  is  as  absurd  as  it  would  be  to 
construct  a  navy  to  defend  the  country,  and  to  intrust  its  com- 
mand to  landsmen  without  experience  for  whom  we  might  desire 
to  provide  a  living'  and  comfortable  quarters/  It  is  evident  that 
a  consular  sen^ice  thus  selected  is  necessarily  imperfect/' 

Various  attempts  have  been  made  by  different  presidents  and 
by  different  secretaries  of  state  to  inaugtirate  certain  reforms 
and  thus  improve  the  personnel  of  the  service.  The  form  of 
consular  organization,  previous  to  the  recent  reconstruction, 
dated  from  1856.  No  official  gradation  of  the  consulates  was 
made,  and  consequently  there  were  no  provisions  for  promotions. 
Special  qualifications  and  examinations  were  not  prescribed  in 
the  act  as  conditioning  appointment.  This  power,  according  to 
the  Constitution,  lay  solely  with  the  president,  "by  and  with  the 
advice  and  consent  of  the  Senate/'  In  1864,  however.  Congress 
provided  for  a  corps  of  consular  pupils  or  clerks,  originally 
twenty-five  in  number,  but  later  limited  to  thirteen.  They  were  to 
be  appointed  under  a  competitive  examination  system,  and  were 
then  to  be  trained  with  a  view  to  later  becoming  promoted  to 
consulates.  As  pupils  or  clerks,  they  could  be  removed  from 
office  only  upon  complaint  submitted  to  Congress  in  writing, 
Thdf  yearly  salaiy  was  $1,000,  which,  in  1874,  was  increased  to 
$1,200  after  five  years'  service.  Tlie  wholesale  change  of  con* 
sular  officers  which,  as  already  mentioned,  usually  followed  every 
cliange  of  administration,  caused  the  so-called  pupils  not  to  desire 
promotion.  The  result  has  been  that  only  two  were  willing  to  be 
advanced  according  to  the  original  plan.^  These  lost  their  posi- 
tions summarily  upon  the  advent  of  a  changed  administration. 
This  attempted  reform  has  failed  entirely  of  its  purpose. 

In  i866p  at  the  instance  of  the  Department  of  State,  an  order 
was  issued  requiring  all  applicants   for  consular  positions  to 

'  According  to  the  offictjil  list  of  cmplcjecs  in  the  Diplomatic  and  Consular 
semce^  corrected  to  January  ai^  1907,  there  are  still  thirteen  consular  clerks. 
Tbetr  comniisstons  are  variously  dated  from  March  24,  1873,  to  July  %i,  1906. 
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present  themselves  far  examination  at  that  department  The 
Second  Assistant  Secretary  of  State,  the  Examiner  of  Claims 
and  the  Chief  of  the  Consular  Division  constituted  the  board  of 
examiners.  It  appears  that  but  one  examination  was  held.  Seven 
out  of  nine  applicants  qualified  for  positions.  The  next  step 
taken  in  the  same  direction  was  an  executive  order  of  April  i6, 
1872.  It  is  not  clear  as  to  just  what  was  done  under  this  regula- 
tion, and  it  was  soon  superseded  by  a  similar  one  dated  March 
14,  1873,  under  the  Civil  Service  Act  of  1871.  Non-competitive 
written  examinations  were  required  to  be  conducted  by  a  board 
consisting  of  three  officials  from  the  Department  of  State.  Sev- 
eral examinations  were  held  in  1873  *^^^  ^874  and,  in  the  words 

of  Secretary  Olney,  "the  system is  said  to  have  worked 

well  in  practice,  and  to  have  both  improved  the  consular  service 
and  relieved  the  department  of  much  embarrassment."  It  was 
soon  dropped,  however,  contemporaneously  with  the  suspension 
of  work  by  the  Civil  Service  Commissioners  of  1871,  caused  by 
Congress  refusing  to  make  adequate  appropriation  for  their 
work.* 

No  similar  important  attempt  to  improve  the  service  was  made 
until  1895.  On  September  20  of  that  year.  President  Qeveland 
issued  an  order  which  provided,  among  other  things,  for  an 
examination  board  to  test  the  fitness  of  such  consular  applicants 
as  should  be  approved  by  himself.  It  does  not  appear  that  the 
standard  governing  appointments  was  thereby  much  improved. 
For  the  examination,  in  many  cases,  was  a  mere  matter  of  form — 
the  appointment  often  preceding  it  Thus  for  the  year  closing 
March  3,  1897,  of  112  candidates  approved  for  positions  sub- 
ject to  examination,  but  one  failed  to  qualify.  Dismissals  were 
issued  by  the  wholesale  to  make  way  for  appointees  of  question- 
able qualification.  Between  March  3,  1897,  and  November  i, 
1898,  out  of  a  possible  total  of  272  consulates  of  $1,000  salary 

^See  U.  S.  Consular  Reports,  vol.  49^  No.  181,  October,  1895,  for  letter  of 
Richard  Olney,  Secretary  of  State,  to  President  Cleveland.  This  letter,  dated 
September  17,  1895,  contained  an  historical  sketch  of  the  consular  service  of  the 
United  States,  and  was  the  basis  of  President  Cleveland's  Executive  Order  which 
was  issued  three  days  later. 
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aii<]  upwards,  diajigfes  were  made  in  238  cas^;  while  21  changes 
out  of  a  possible  48,  in  positions  carrying  less  than  $1,000 
salary,  were  made.' 

Even  before  the  i^uance  of  the  executive  order  of  1895,  coti- 
siderable  activit}^  regarding  consular  reorganization  W3iS  shown 
among  certain  commercial  and  trade  associations.  Why  they 
should  interest  themselves  in  this  matter  at  this  particular  time 
has  already  been  indicated.  The  Boston  Chamber  of  Comtnerce 
and  the  National  Board  of  Trade  were  am^^ng  the  first  to  take  up 
the  subject.  The  latter  adopted  tlie  following  resolutions  during 
a  se^ion  held  at  Washington,  D.  C,  on  January  23,  1894: 

"Resolved,  That  the  National  Board  of  Trade  heartily  approves 
the  action  of  the  Boston  Merchants'  Association  and  the  Boston 
Chamber  of  Comnierce  in  agfitating  for  a  refomT  of  the  consular 
service  of  the  United  States,  and  believes  it  to  be  the  duty  of  the 
national  organization  and  its  constituent  bodies  to  take  up  and 
push  the  good  work  in  utter  disregard  of  all  party  feelings,  party 
prejudices  and  party  affiliations, 

"Resolved,  That  to  this  end  a  special  committee  of  seven  be 
created,  to  whofn  shall  !:>e  committed  all  plans,  methods  and 
recommendations  designed  to  place  this  great  national  sen^ice  on 
a  footing  corresponding  to  that  of  other  nations,  removing  it  from 
the  spoils  system/* 

These  resolutions  are  rather  typical  of  a  nimiber  tliat  were 
soon  passed  by  business  organizations  throughout  the  country* 

It  was  soon  realized  that  little  could  be  done  without  a  united 
effort.  For^  owing  to  lack  of  support  in  the  country  at  large,  suc- 
cessive attempts  to  secure  reform  legislatioti  had  been  defeated 
in  one  or  both  houses  of  Congress,  In  1896,  the  Qeveland 
Chamber  of  Commerce  placed  itself  on  record  as  favoring  the 
passage  of  the  Morgan-Lodge  bill  then  pending  in  Congress. 
Two  years  later,  this  association  sought  and  seciu"ed  the  coopera- 
tion of  a  nujuber  of  other  organizations  desiring  consular  reform 
in  supix>rt  of  a  bill  introduced  into  the  House  by  Mr,  Adams  of 
Pennsylvania.^     It  provided  for  a  method  of  reorganization  to 

'  Sec  Proceedings  of  the  Annua.!  Meetmg  ot  the  National  CitU  Service  Rcfonn 
League,  1903,  p,  63. 
'TbU  was  H.  R.  10934,  id  session,  55th  Congress. 
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be  worked  out  by  a  commission  consisting  of  the  president,  an 
officer  from  the  Department  of  State,  two  senators  and  three 
representatives.    Upon  more  mature  consideration  the  commer- 
cial bodies  above  mentioned  decided  not  to  support  the  Adams 
bill.     Accordingly,  they  set  about  preparing  one  of  their  own. 
To  this  end,  delegates  from  the  Cleveland  and  New  York  Cham- 
bers of  Commerce,  and  from  other  similar  bodies,  visited  Wash- 
ington.    A  number  of  the  officers  of  the  State  Department 
rendered  valuable  assistance.     The  bill,  having  been  prepared, 
was  introduced  into  the  House  by  Mr.  Burton  in  January,  1900, 
and  into  the  Senate  by  Mr.  Lodge.    It  was  popularly  known  as  the 
Chambers  of  Commerce  Bill.    It  differed  from  its  predecessors, 
as  they  from  each  other,  only  in  matters  of  detail.     All  pro- 
vided for  a  systematic  classification  and  grading  of  consulates; 
for  the  abolition  of  the  fee  system;   and  for  the  establishment 
of  an  examination  board  to  govern  the  entrance  to  the  lower 
grades  of  the  service,  from  which  promotions  were  to  be  made. 
The  Chambers  of  Commerce  Bill  further  specified,  however,  that 
all  consuls  then  in  the  service  should  be  recalled  within  two  years, 
and  be  required  to  pass  an  examination  such  as  should  be  pre- 
scribed for  new  appointees,  as  a  test  of  their  fitness  for  retention. 
In  spite  of  the  organized  efforts  of  the  business  interests,  which 
in  1901  had  created  a  national  committee  on  consular  reorganiza- 
tion, and  of  the  individual  efforts  of  Senator  Lodge  and  other 
reformers  at  Washington,  the  bill,  though  persistently  intro- 
duced for  several  sessions,  received  little  attention  by  Congress. 
By  1905,  such  was  the  relaxation  of  effort  that  the  prospect  of 
early  reforming  the  consular  service  was  anything  but  bright. 

It  was  at  this  juncture  that  the  New  York  Board  of  Trade 
and  Transportation,  backed  by  a  number  of  other  leading  com- 
mercial bodies,  came  to  the  rescue.  The  ground  for  action  was 
the  firm  belief  that  Congress  would  respond  by  proper  legislation 
were  it  demanded  with  sufficient  emphasis.  Moreover,  they  were 
as  firmly  convinced  that  the  commercial  and  manufacturing  inter- 
ests of  the  country  were  practically  unanimous  in  desiring  reform. 
Accordingly,  it  was  decided  to  call  a  National  Consular  Reform 
Convention  to  meet  at  Washington,  D.  C,  when  Congress  was  in 
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session.  Provisions  were  made  for  having  a  satisfactory  reform 
bill  before  Congress  at  the  same  time.  The  preliminary  arrange- 
ments having  been  completed,  the  formal  call  for  a  convention 
to  be  held  on  March  13,  1906,  was  sent  out  to  htmdreds  of  com- 
mercial organizations,^  The  following  extract  from  this  circular 
gives  quite  conclusive  evidence  of  the  high  value  of  the  consul  in 
the  expansion  of  foreign  commerce  from  the  point  of  view  of 
practical  business  men : 

"The  importance  of  such  legislation  [for  consular  reform] 
to  the  commercial  interests  of  the  United  States  catmot  be  over- 
estimated. It  is  one  of  the  most  vital  questions  bearing  upon  our 
welfare  at  the  present  time.  Up  to  now,  our  output  of  manu- 
factured articles  has  in  many  instances  barely  kept  pace  with  the 
demand  for  home  consumption.  In  a  number  of  cases  we  have 
t>een,  and  are  as  yet,  compelled  to  depend  upon  foreign  manu- 
factures for  a  large  share  of  our  supplies,  , . . ,  Our  factories, 
however,  have  been  gradually  expanding;  the  greatly  increased 
capital  of  the  country  lias  been  and  is  seeking  investment,  and 
the  time  is  fast  approaching  when  our  production  of  many 
classes  of  goods  will  be  greater  than  the  demand  of  our  home 
trade*  We  shall^  consequently,  become  more  largely  dependent 
upon  foreign  markets  for  the  proper  maintenance  of  our  factories 
and  for  the  full  development  of  our  commerce.  It  is  obvious 
that,  if  we  are  to  be  successful  in  our  efforts  to  secure  foreign 
trade,  we  must  be  as  well  equipped  in  every  direction  as  are  the 
countries  of  Europe,  which  to-day  carry  on  that  trade  on  a  large 
and  profitable  scale.  These  countries  have,  for  a  great  many 
years,  been  extremely  careful  in  selecting  for  the  position  of  con- 
suls only  men  of  ability  and  efficiency  who,  by  training  and  busi- 
ngs experience^  are  qualified  to  become  largely  instrumental  in 
the  development  of  the  trade  between  the  country  they  represent 
and  the  countries  to  which  they  are  sent.    Such  men  enjoy  per- 

*  The  call  was  sig-ned  by  representatives  of  (he  foUowing  or^n^^ations:  New 
York  Board  of  Trade  and  Transportation;  Boston  Chamber  of  Commerce;  Bos- 
Ion  Merchants' Association;  Philadelphia  Board  of  Trade;  The  Trades  League 
of  Philadelphia;  Chamber  of  Commerce  o£  Buffalo;  New  York  Produce  Ex- 
change; The  Chamber  of  Commerce  of  San  Francisco;  Baltimore  Chamber  of 
Commerce;  The  Manufacturets*  Associatioti  oi  New  York;  Board  of  Trade  of 
the  City  of  Chicago^  and  The  National  Assnciatton  of  Manufacturers  of  the 
United  States  of  America. 
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manency  of  tenure  of  office,  are  promoted  as  vacancies  occur,  and 

their  usefulness  is  thereby  constantly  increased 

"That,  unfortunately,  our  consular  system  has  not  been  based 
upon  a  careful  and  intelligent  selection  of  the  men  to  be  appointed,, 
but  has  been  instead  subjected  to  political  considerations  with 
each  change  of  administration,  is  well  known.  This  should  be 
reformed  at  the  earliest  possible  moment,  if  we  are  not  to  be 
seriously  handicapped  in  the  struggle  for  a  proper  development 
of  our  foreign  commerce." 

A  large  percentage  of  the  organizations  appealed  to  appointed 
accredited  delegates,  and  on  the  date  named  the  convention 
assembled.  It  was  representative  of  all  parts  of  the  country  and 
many  prominent  men  were  present.  Addresses  were  made  by 
Secretary  Root,  Senator  Lodge,  Representative  Adams  and 
others.    The  following  resolution,  among  others,  was  adopted : 

"It  is  the  opinion  of  the  constituent  bodies  of  this  convention 
that  the  consular  service  of  the  United  States  should  be  reorgan- 
ized as  provided  for  in  Senate  bill  1345,  introduced  by  Senator 
Lodge  December  11,  1905.  Every  feature  of  that  bill  is,  in  the 
judgment  of  the  business  organizations  of  the  country,  most 
essential  and  in  harmony  with  the  growing  needs  of  the  United 
States." 

Every  legitimate  means  for  pressing  their  claims  was  resorted 
to.  On  March  14,  the  Convention  in  a  body  called  upon  Speaker 
Cannon,  who  promised  to  give  the  bill  an  early  chance.  It  was 
then  before  the  House,  having  passed  the  Senate  in  an  amended 
form.  Two  days  later  it  came  out  of  committee  and  was  passed 
almost  unanimously.  On  April  5  it  received  the  President's  signa- 
ture and  became  effective  as  law  on  June  30,  1906. 

The  bill  as  finally  passed  was  shorn  of  many  important  features. 
To  these  reference  will  be  made  later.  As  enacted  it  provided 
for  a  classification  and  grading  of  consuls-general  and  consuls  as 
follows :  The  former  are  divided  into  seven  classes,  according  to 
salaries.  These  vary  from  $12,000  at  London  and  Paris  to 
$3,000  at  Athens,  Christiania  and  Copenhagen.  Consuls  are 
divided  into  nine  classes  on  the  same  basis,  the  salaries  ranging 
from  $8,000  at  Liverpool  to  $2,000  at  such  specified  places  as 
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Gibraltar,  Iquique,  Riga,  Venice  and  Sierra  Leone.^  Such 
grading  and  classification  have  made  it  possible  to  confine  original 
appointments  to  the  lower  grades  of  the  serv^ice,  and  to  fill  vacan- 
cies in  the  upper  grades  by  meritorious  promotion.  Moreover, 
transfers  from  one  station  to  another  within  the  same  grade  can 
now  be  made.  Hitherto,  appointments  were  invariably  made  to  a 
definite  position,  and  not  to  a  certain  grade  in  a  system. 

Another  important  innovation  is  the  provision  for  a  corps  of 
five  consulate  inspectors.  These  are  known  as  consuls-general  at 
large.  Their  yearly  salary  is  $5,000.  No  time  was  lost  in  filHng 
these  offices,  as  appointments  were  made  early  enough  to  have 
the  staff  at  work  immediately  when  the  new  law  went  into  effect 
Each  consulate  must  be  inspected  at  least  once  in  two  years. 
Tliese  officers  stand  in  practically  the  same  relation  to  tlie  con- 
sular serv^ice  as  bank  examiners  do  to  the  national  banks.  Thus, 
when  the  President  has  reason  to  believe  that  the  business  at  a 
consulate  or  consulate-general  is  not  being  properly  conducted, 
he  may  authorize  an  inspector  to  assume  temporary  cliarge  of 
such  post. 

The  act  also  provides  for  a  strict  accounting  of  the  fees 
received  by  each  officer  of  the  service.  All  money  collected  must 
be  turned  into  the  United  States  Treasury,  instead  of  being 
retained  as  whole  or  i^rtial  payment  of  salary.^     This  change 

>  The  consnts-gcneral  and  consuls  of  tlie  Unrted  States  are  classified  and  graded 
as  tielow: — 


Class 


Consuls 

■^gencraJi 

Consuls. 

I Salary,  $i2,ocKJ  (2  in  all) 

Class         L 

....Salaty,  $S.ooo(i  in  all) 

IL.,.,      * 

8,000  (6  in  all) 

II. 

. ,  * 

6,000(1  in  all) 

HI.  •,.     - 

6,000(8  in  all) 

HL. 

>..     '* 

5,000(8  in  all^ 

IV.....      * 

5,S0o(ii  in  all) 

IV.. 

*  * ,     *' 

4,500(12  in  all) 

V....,     '* 

4,500  (18  in  all) 

v.. 

, . ,     ** 

4,000  (2 1  in  all) 

VL..-.     ** 

5,500(9  in  all) 

-        VL. 

. .  •     '* 

3.500(32  in  all) 

VIL....     •* 

3,000(3  in  all) 

-■      Vll.. 

. . .     ** 

3,000  (47  in  all) 

-     VllL, 

«» 

2,500(61  in  ail) 

IX.. 

(1 

2,000  (70  in  all) 

For  a  list  of  places  included  in  each  class,  see  pp.  ii-ia  of  Diplomatu  and 
C^nmUr  S^rviti  <?/  th€  United  States  (corrected  to  January  31*  I907),  published 
hj  the  Department  of  State,  Washington,  D.C. 

*This  does  not  apply  to  consular  agents  (sub-agents  at  ports  different  from 
ihose  at  which  their  principals  are  located).  "  who  shall  be  paid  one-half  of  the 
fees  received  in  their  offices,  up  to  a  maximum  sum  of  $1,000  in  any  one  year» 
the  other  half  being  accounted  for  and  paid  into  the  treasury  of  the  United 
States." 
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willp  in  the  words  of  Secretary  Root,  **close  the  door  to  tempta- 
tion/' Each  consular  officer  is  now  provided  with  official  adhe- 
sive stamps  of  various  denominations.  Whenever  he  is  required 
to  perform  an  official  act  for  which  a  fee  is  charged,  stamps  to 
the  amount  of  the  fee  must  be  attached  to  the  document  and 
cancelled.  Without  such  procedure  the  consular  or  notorial  act 
is  invalid. 

The  law  of  April  5  owitains  oUier  features  of  reform  of  less 
importance  than  those  here  mentioned.  On  the  whole*  the  pro- 
visions it  makes  for  reorganizing  the  service  are  satisfactory  as 
far  as  they  go.  The  act  itself  is  not  sufficiently  far- reaching  in  its 
application,  however,  to  eliminate  certain  specific  evils.  Tliis  is 
due,  as  already  suggested,  to  the  action  of  the  Senate  in  striking 
out  from  the  original  bill  those  sections  which  related  to  the  metliod 
which  should  govern  first  appointments  to  the  lower  grades  and 
promotions  to  the  higher  ones.  The  avowed  ground  for  omit- 
ting these  clauses  w^as  that  they  infringed  upon  the  President's 
power  to  appoint  consuls,  as  provided  by  the  Constitution,  It 
is  well  known,  however,  that  the  real  cause  of  the  Senate's  action] 
was  the  fear  that  any  disturbance  of  the  long-standing  spoils 
system  of  appointment  would  interfere  with  the  political  patron- 
age of  the  senators.  Secretary  Root,  who  liad  given  his  valu* 
able  support  to  the  reform  movemeotf  and  who,  with  Senator 
Lodg^,  had  framed  the  original  bill,  w^as  not  satisfied  to  allow  the 
Senate  thus  to  hamper  the  desired  reforms.  Accordingly,  an 
executive  order  was  drufted,  embodying  the  principal  features  of 
the  bill  which  had  been  dropped  out  by  the  Senate.  This  order 
was  issued  by  the  president  on  June  2y,  1906. 

It  provided  tliat  vacancies  in  the  office  of  consul-general,  and^ 
of  consul  above  class  eight  shall  be  filled  by  promoting  those 
officials  in  the  lower  grades  of  the  service  who  have  satisfactorily^ 
demonstrated  their  ability  and  efficiency.     Moreover,  employees 
in  the  Department  of  State  drawing  at  least  $2,000  yearly  salary 
are  eligible  for  promotion  to  any  grade  of  tlie  consular  service 
above  the  eighth  class  of  consuls.     Such  advancement  is  con- 
ditioned upon  faithful  and  meritorious  work  already  performed' 
in  the  department.     Origmal  appointments  to  the  higher  and 
better  paid  classes  of  consulates  are  now  made  impossible.    These 
positions  are  reserved  for  those  who  have  been  recc^ized  as  val- 
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tiable  public  servants  in  the  lower  grades*  Thus  an  incentive  is 
given  to  tlie  faithful  performance  of  duty  on  the  part  of  every 
consular  officer  occupying  any  position  from  the  lowest  to  the 
highest. 

The  conditions  underlying  appointments  to  the  two  lowest 
grades  of  consuls,  viz.,  the  eighth  and  ninth,  are  as  follows: — 
I.  Vacancies  shall  be  filled  l^  the  appointment  of  candidate 
w^ho  have  satisfactorily  passed  an  examination  for  a  position  in 
these  grades,  2.  Consular  clerks,  vice^onsids,  deputy-consuls, 
student-interpreters  and  consular  agents  who  have  entered  the 
ser\"ice  upon  examination,  may  be  promoted  to  the  rank  of  consul 
on  the  merit  basis. 

The  board  of  examiners  for  admission  to  the  two  lowest 
grades  must  be  composed  of  an  oflficer  from  the  Department  of 
State,  the  Chief  of  the  Consular  Bureau,  and  the  head  examiner 
of  the  Civil  Service  Commission  or  an  appointee  of  the  latter,^ 
The  examination  is  non-competitive  in  that  it  is  open  only  to  those 
candidates  who  have  been  approved  by  the  president.  The  scope 
and  method  of  tlie  examination  as  well  as  the  rules  which  govern 
it  are  determined  by  the  bc^rd.  It  is  imperative,  however^  that 
among  the  subjects  prescribed  there  shall  be  included  at  least  one 
modem  language  (French,  German  or  Spanish);  the  natural 
and  industrial  resources  of  the  Qnit^l  States ;  commerce,  espe- 
cially wHth  reference  to  the  possibility  of  increasing  the  trade  of 
this  country  with  foreign  nations;  political  economy;  and  the 
elements  of  international,  commercial,  and  maritime  law.  More- 
over, those  candidates  who  wish  to  qualify  for  appointment  to 
consulates  in  countries  where  the  United  States  exercises  extra- 
territorial jurisdiction,  must  also  pass  an  examination  in  the 
fundamental  principles  of  the  common  law,  the  rules  of  evidence, 
and  the  trial  of  civil  and  criminal  cases.^ 

The  regulations  which  are  to  govern  these  examinations  were 

*  The  present  boafd  of  examiners  consists  of  Huntington  Wilson,  Third  As- 
iistant  Secreiaiy  of  State;  Wilbui  J»  Carr,  Chiefs  Consular  Bureau,  and  F.  M. 
Kigf  ins,  Chiei  Exammer.  Civil  Service  Cotnmission, 

*For  the  full  text  of  ihc  Executive  Order  of  June  27,  igo6,  see  pp.  7-8  of 
Diplematic  and  Cmuuiar  Strmet  t?/  the  Unit  id  States  (corrected  to  January  21 » 
iQ<^)i  published  by  the  Department  of  State,  Washington,  DX^ 
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first  published  on  December  13,  1906.*  The  questions  requiring 
written  answers  are  the  same  for  all  candidates  whether  their 
authorization  to  be  examined  be  for  an  appointment  in  the  eighth 
or  the  ninth  class  of  consuls.  Furthermore,  the  written  test  is  sap-  \ 
piemen  ted  by  an  oral  one — each  counting  equally*  This  is  cer- 
tainly comniendable,  for  in  order  to  choose  the  best  available  men 
for  the  service,  a  written  examination  alone  is  inadequate.  The 
object  of  the  oral  test  is  ''to  determine  the  candidate's  business 
ability,  alertness,  general  contemporary  infoniiation  and  natural 
fitness  for  the  service,  including  moral,  mental  and  physical  quali- 
fications, character,  address,  general  education  and  gtKxl  com- 
nmnd  of  English-"  The  board  of  examiners,  in  accordance  with! 
the  power  vested  in  them  by  the  President's  executive  order  of 
June  2^^,  1906,  have  supplemented  the  examination  subjects  speci- 
fied therein  as  intperative  by  four  others,  viz.,  American  history,  * 
government  and  institutions;  political  and  commercial  geogra- 
phy; arithmetic;  and  modem  history  (since  1850)  of  Europe* 
South  America  and  the  Far  East. 

The  first  examinations  for  admission  into  the  consular  service 
since  the  recent  reorganization  were  held,  under  the  above  regula- 
tions, at  the  Department  of  State  on  March  14  and  15  last.^  On 
this  occasion  eighteen  candidates,  who  previously  had  been  author- 
ized by  the  President,  presented  tliemselves.  Of  these,  ten  fulfilled 
the  requirements,  having  made  at  least  80  per  cent,  on  the  com- 
bined written  and  oral  exaininations.  Seven  already  have 
received  appointments/"*  The  next  examinations  will  be  held 
July  9. 

It  seems  hardly  possible  as  yet  to  determine  just  what  induce 
ments  there  are  for  young  men  desirous  of  following  a  consular^ 
career  to  prepare  to  enter  the  service*     A  reasonable  probability 
of  retention  and  promotion  as  a  reward  for  good  service  should 
be  assured.    As  matters  stand  at  present,  there  is  no  guarantee 

'  These  rcgulaltorts  arc  contained  in  a  pamphlet  entitled,  Inf^^rmatwn  Ttgard- 
ing  appmHtffunts  an  if  /^rtfmefiims  (h  thf  ft/nsuJat  sfrz'ife  of  thi  UniUd  Stairs^ 
published  by  the  Department  of  State,  Washington,  D,C, 

*  For  a  complct*  list  of  the  exaioination  questions  in  catch  subject  prescHhed 
for  the  written  test»  a.nd  far  the  relative  weights  of  the  varEoufi  f«uhject&»  tee 
^iiy  C^fijuiar  anJ  Tratf^  Uttp^rti,  No*  2634,  April  %  igo7,  pp»  13-14,  and  Inf^r^ 
mati&n  Megartiing  AffoitftrntnU  and  Pr<^m&ii&ns  in  ike  Ct^nsu/ar  Strvir^  fi/  ikf 
Uniied  States,  published  (1907)  by  the  Department  of  State*  Washington,  Dv  C. 

•April  59. 
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that  this  system  will  continue  ta  prevail.  So  long  as  the  present 
admmist ration  is  in  power,  however,  there  is  everj'  assurance 
that  the  nierit  system,  as  provided  for  in  the  executive  order  of 
June  27*  will  govern  not  only  original  appointments,  but  promo- 
tions as  well.  This  was  declared  by  Secretary  Root,  at  the  recent 
National  Foreign  Commerce  Convention,  to  be  the  fixed  policy 
at  l^st  until  March  4,  1909.  It  is  to  be  remembered,  however, 
that  the  successor  of  President  Roosevelt  will  not  necessarily  be 
bound  to  follow  out  the  provisions  of  the  latter's  executive  order. 
It  is  for  this  reason  that  a  large  faction  of  those  who  have  worked 
most  ardently  to  effect  the  recent  reforms  is  now  anxious  that 
Congress  should  at  least  pass  a  resolution  endorsing  the  Presi- 
dent's action.  Some  such  understanding  between  the  Executive 
and  Congress  would,  with  reasonable  certainty,  provide  for  a 
continuation  of  the  much  needed  re f onus  which  have  at  last 
been  brought  about,  and  assure  prospective  candidates  for  consul- 
ships that  a  career  in  the  service  is  an  established  fact.  It  is 
believed  that  the  President  himself  would  ver>^  much  like  to  see 
the  substance  of  his  order  at  once  enacted  into  law.  That  this 
is  tile  feeling  of  the  business  and  commercial  interests  is  shown 
by  the  unanimous  adoption  of  tlie  following  resolution  at  the 
Natif>nal  Foreign  Commerce  Convention  at  Washington,  D.  C, 
on  January  16,  1907: 

"Resolved,  That  Congress  be  strongly  urged  to  enact  into  law 
the  substance  of  the  President's  executive  order  of  June  27,  1906^ 
applying  the  merit  system  of  appointment  and  promotion  in  the 
consular  service,  to  the  end  that  the  approval  of  all  branches  of 
the  government  may  thus  be  stamped  ujx>n  the  measure,  and  that 
it  may  become  a  permanent  feature  of  the  foreign  service  of  the 
nation,*' 

If  some  action  is  now^  taken  so  as  to  secure  a  perpetuation 
of  the  provisions  of  President  Roosevelt's  order,  it  seems  but 
reasonable  to  expect  that  a  wise  application  of  its  principles, 
coupled  with  the  reforms  effected  by  the  Act  of  April  5,  1906, 
may  soon  result  in  tlie  improvejnent  of  the  personnel  of  the  con- 
sular service,  give  it  a  permanence  hitherto  unknown,  and  make 
it  an  active  ally  of  the  great  commercial  and  industrial  interests 
of  this  country  in  the  expansion  of  foreign  commerce. 

AvARo  L.  Bishop. 

Yale  Unlvcrsitr. 
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THE  present  is  a  fitting  time  for  a  review  of  our  currency 
situation,  on  account  of  the  growing  interest  in  the  subject, 
the  gradual  realization  of  the  evils,  and  a  somewhat  general 
agreement  as  to  the  main  lines  of  the  remedy  required.  It  is 
proposed  in  this  paper  to  describe  the  present  situation  in  the 
United  States,  to  show  the  defects  in  our  system,  and  to  point 
out  the  lines  along  which  remedy  should  and  probably  will  come. 

One  of  the  most  important  qualities  of  a  good  monetary  sys- 
tem is  that  its  volume  should  automatically  correspond  to  the 
demand  for  a  medium  of  exchange.  This  demand  is  subject  to 
wide  fluctuations  on  account  of  the  varying  volume  of  business 
to  be  transacted.  In  addition  to  the  extraordinary  causes  of  busi- 
ness expansion  or  depression,  there  are  the  regular  payments  of 
salaries,  bills,  etc.,  coming  usually  on  the  first  of  each  month,  the 
quarterly  pa)anents  of  interest,  dividends,  etc.,  and  most  important 
of  all  in  the  United  States,  the  regular  seasonal  changes  involved 
in  the  harvesting  and  moving  of  the  crops  every  fall  and  early 
winter. 

The  monetary  system  of  the  United  States  may  be  divided  into 
three  groups:  gold  and  silver  coin;  gold  and  silver  certificates ; 
and  credit  money,  the  latter  including  the  United  States  notes,  the 
treasury  notes  of  1890,  and  the  national  bank  notes.  In  round 
numbers  we  have  in  circulation  about  a  billion  dollars  of  each  of 
these  three  kinds  of  money.    Over  long  periods  of  time  the  volume 
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of  gold  will  correspond  to  the  need  for  money,  through  the  flow 
of  gold  from  nation  to  nation  and  between  use  in  the  arts  and  use 
as  coin.  But  for  the  monthly,  quarterly,  and  seasonal  changes, 
and  in  emergencies,  some  other  element  of  the  currency  must  be 
depended  upon  to  furnish  elasticity.  This  is  the  ftinction  of 
credit  money.  Neither  of  our  kinds  of  credit  money,  however, 
(leaving  out  of  consideration  the  unimportant  treasury  notes  of 
1890)  performs  this  function.  The  volume  of  United  States 
notes  is  absolutely  fixed  by  law.  Indeed  the  government  credit 
money  has  no  good  reason  for  existence,  and  our  monetary  sys- 
tem would  be  vastly  improved  by  its  elimination.  This  leaves 
the  responsibility  for  furnishing  elasticity  upon  the  national  bank 
notes.  Their  failure  to  perform  this  function  is  the  root  of  our 
currency  problem, 

€i0^m.Utim^  *f  Uf^tttd  St^^MM  ^M^Hmml  B^/Jii^  €h*^ttr€4 MmmJt^  ^  i^mmMm. 


The  inelasticity  of  our  national  bank  circulation  is  a  well 
known  fact.  The  accompanying  diagram  shows  the  circulation 
outstanding  at  the  end  of  each  month  for  the  past  five  years.    No 
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further  evidence  on  this  point  is  necessary.  The  circulation  of  the 
chartered  banks  of  Canada  during  the  same  period,  shown  also 
on  the  chart,  offers  a  most  significant  comparison.^ 

Bank  credit  is  issued  in  the  two  forms  of  notes  and  deposits. 
The  latter  furnish  a  circulating  medium  of  almost  perfect  flexi- 
bility where  circumstances  are  such  as  to  make  it  available;  that 
is,  in  the  cities  and  commercial  districts.  Deposit  currency  is  not 
available  in  the  less  thickly  settled  agricultural  regions.  It  is 
from  this  part  of  the  country  that  the  demand  for  an  elastic  bank 
note  currency  comes. 

A  glance  at  our  national  banking  system  shows  the  cause  of 
the  inelasticity  in  the  volume  of  bank  notes.  The  present  system 
was  inaugurated  at  the  time  of  the  Civil  War,  the  two  chief  pur- 
poses being  to  extend  and  improve  the  market  for  government 
bonds  and  to  provide  a  safe  national  currency  of  uniform  value. 
Of  these  purposes  the  first  was  the  more  important  one  in  the 
minds  of  those  who  were  responsible  for  the  national  finances 
during  this  critical  period.  The  ten  per  cent,  tax  on  the  issue  of 
state  banks  forced  their  notes  out  of  existence  and  placed  the 
power  of  note  issue  solely  in  the  hands  of  the  national  banks. 
The  requirement  that  United  States  bonds  be  deposited  as  security 
for  notes  issued  had  the  desired  effect  of  furnishing  an  artificial 
market  for  the  national  debt.  Moreover,  the  bond  security  and 
other  regulations  have  made  our  national  bank  currency  uniform 
and  safe  or,  at  any  rate,  safe  as  long  as  the  Treasury  remains 
solvent. 

These  purposes  have  been  accomplished,  however,  at  the 
expense  of  destroying  the  usefulness  of  the  bank  notes ;  that  is, 
the  element  of  elasticity*  has  been  legislated  away.  The  cir- 
culation expands  or  contracts  in  response  to  changes  in  the  laws 
or  in  the  condition  of  the  market  for  United  States  bonds,  but 
in  no  case  does  the  volume  of  notes  bear  any  necessary  relation 
to  the  need  for  credit  currency.  What  little  room  for  elasticity 
might  have  been  left  was  removed  by  the  Act  of  July  12,  1882, 
which  limited  the  amount  of  notes  that  could  be  retired   (by 

'This  diagram  is  taken,  with  slight  alterations,  from  Mr.  Fowler's  report  on 
the  currency  bill  before  the  House  ot  Representatives  last  winter.  Fifty-ninth 
Congress,  Second  session.  House  Report  No.  5629. 
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deposit  of  lawful  money  with  the  Treasury)  in  any  one  month 
to  $3,000,000.  With  this  law  on  the  statute  books,  every  banker 
realizes  that  at  a  time  when  he  may  wislt  to  retire  his  notes,  the 
opportunity  far  retirement  will  be  limited  or  entirely  remov*ed 
by  the  exhaustion  of  this  $3,000,000  limit.  In  practice,  therefore^ 
no  national  bank  takes  out  a  larger  volume  of  notes  than  it  expects 
to  be  able  to  keep  permanently  in  circulation.  The  average  period 
of  the  circulation  of  a  national  bank  note  is  about  two  years,  by 
which  time  tlie  note  is  usually  worn  out  and  must  be  replaced  by 
a  new  one.  The  final  result  is  that  our  national  banking  laws 
have  merely  added  another  element  to  the  permanent  circulation 
of  the  cotmtry,  an  element  which  is  entirely  devoid  of  elasticity 
and  which  performs  no  function  that  is  not  better  performed  by 
other  kinds  of  money. 

Tlie  results  of  this  defect  in  our  bank  note  currency  upon  the 
business  of  the  country  are  serious.  Every  fall  there  is  a  demand 
for  more  currency  to  enable  the  country  to  harvest  and  tiiove 
the  ci"opa  No  statement  of  the  exact  amount  needed  for  this  pur- 
pose is  possible,  A  rough  estimate  may  be  made,  however,  by 
studying  the  experience  of  Canada,  whose  seasonal  demand  for 
currency  is  of  the  same  nature  as  our  own,  but  whose  banking 
system  allows  the  volume  of  notes  to  expand  and  contract  freely 
in  response  to  the  demand*  The  Canadian  bank  note  circulation 
expands  and  contracts  annually  by  about  $15,000,000,  a  variation 
of  about  30  per  cent  of  the  minimum.^  It  is  possible  to  show 
roughly  the  relative  magnitude  of  the  cro]K  in  Canada  and  the 
United  States.^  In  1901  the  area  devoted  to  the  leading  cereals 
(com,  wheat,  oats,  rye,  barley,  and  buckwheat)  was  176,881,331 
acres  in  the  United  States,  and  1 1,363,160  acres  in  Canada.  The 
yield  was  3^163,192,526  bushels  and  262,034,012  bushels,  respec- 
tively. The  acreage  in  the  United  States  was  15.7  times,  and  the 
yield  12  times,  that  of  Canada.  The  addition  of  other  less 
important  crops  does  not  materially  alter  these  ratios,  and  we 
have  also  the  important  tobacco  crop  of  the  United  States,  about 
seventy-five  times  that  of  Canada,  and  the  cotton  crop,  amomiting 
to  ten  and  a  half  million  bales  and  valued  at  $418,000,000,  to 
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which  nothing  in  Canada  corresponds.  The  total  value  of 
"field  crops"  in  Canada  in  1901  was  $194,953,420.  The  value 
of  the  corresponding  crops  in  the  United  States  (with  certain 
omissions)  is  estimated  at  $2,505,407,100,  or  about  thirteen 
times  the  figure  for  Canada. 

This  result  is,  of  course,  only  a  rough  approximation.  How- 
ever, we  are  not  seeking  a  mathematically  accurate  result,  but  only 
a  general  basis  for  comparison  of  the  currency  needs  of  the  two 
countries.  The  conclusion  that  the  annual  harvests  of  the  United 
States  are  ten  to  fifteen  times  those  of  Canada  is  certainly  a  safe 
one.  The  Canadian  circulation  expands  each  fall  by  about  $15,- 
000,000.  Assuming  that  the  amount  of  extra  currency  needed  is 
roughly  proportional  to  the  size  of  the  crops,  it  follows  that  the 
United  States  ought  to  have  at  least  $150,000,000  of  extra  cur- 
rency every  fall.  Various  writers  have  estimated  this  need  at 
from  $150,000,000  to  $250,000,000,^  and  the  above  calculation 
seems  to  justify  these  estimates. 

We  now  have  the  situation  before  us.  Every  fall  there  goes 
out  the  cry  for  extra  currency.  At  least  $150,000,000  ought  to  be 
forthcoming  to  meet  the  need.  But  where  is  it  to  come  from? 
As  we  have  seen,  no  element  of  our  monetary  system  possesses 
the  necessary  elasticity  except  bank  deposits.  But  this  is  exactly 
the  situation  where  deposits  will  not  do.  The  need  ought  to  be 
supplied  by  bank  credit,  but  the  credit  must  be  in  the  form  of 
notes,  not  deposits. 

The  only  possible  alternative  follows.  The  extra  business  of 
the  fall  must  be  done  with  practically  no  increase  of  the  country's 
currency.  The  crops  must  be  handled  by  means  of  money  taken 
from  other  parts  of  the  country,  whether  they  can  spare  it  or  not. 
During  the  period  of  easy  money  in  the  spring,  the  country  banks 
habitually  deposit  part  of  their  reserves  in  banks  situated  in  the 
reserve  cities.  A  large  part  of  these  sums  eventually  finds  its 
way  into  the  money  markets  of  New  York  and  other  eastern 
cities,  where  a  low  rate  of  interest  is  paid  to  outside  banks  for 
such  deposits.    With  the  beginning  of  the  harvest  season,  there- 

'  See  N.  Y.  Bankers'  Magazine,  August,  1906,  p.  296;  Moody's  Magazine, 
April,  1906,  p.  525;  Report  on  the  Fowler  Bill  (59th  Congress,  2d  Session,  House 
Report,  No.  5629),  pp.  4  and  5;  etc. 
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fore,  there  comes  a  demand  from  Uie  country  banks  for  the 
return  of  these  deposits.  The  movement  of  currency  out  of  the 
national  banks  of  the  reserve  cities  at  this  season  of  the  year 
frequently  amounts  to  as  much  as  fifty  millions*  In  New  York 
City  alone,  the  clearing  house  banks  held  $284,000,000  of  'law- 
ful money"  during  the  week  ending  July  28,  1906.  Their  average 
holdings  during  the  week  ending  December  8  were  $23g»ooo,ooo, 
a  I06S  of  $45,000,000,  Similarly  in  1905,  these  banks  lost 
$68,000,000  between  July  29  and  December  9*  and  in  1904, 
$72 ,ooo»ooo  between  August  20  and  December  17,  These  funds^ 
obtained  from  the  country  banks,  have  been  loaned  out  by  the 
eastern  banks,  or  made  tlie  basis  for  deposits.  Loans  must  now 
be  called  in  and  deposits  contracted.  The  one  part  of  our  mone- 
tary 5>^tem  which  is  elastic  is  thus  rudely  forced  to  contract 
at  the  very  season  when  tlie  country's  need  for  currency 
is  the  greatest.  Hence  the  annual  money  stringency  in  the  east* 
em  cities*  Tlie  excess  of  money  in  the  spring  with  the  attendant 
very  low  rates  of  interest  is  an  encouragement  to  speculation,  and 
in  the  fall  the  violent  contraction  is  a  hard  blow  to  speculators 
and  accounts  for  the  enormous  rate  on  call  loans  which  is  wit- 
nessed every  fall  on  the  New  York  money  market. 

Thus  far  our  attention  has  been  devoted  to  a  single  defect  in 
the  American  bank  currency^  that  of  inelasticity.  This  is,  per- 
haps, the  greatest  defect,  but  we  must  not  overlook  the  fact  that 
there  are  other  weaknesses,  and  very*  serious  ones. 

Any  correct  system  of  credit  currency  must  be  based  on  a 
foundation  of  gold.  This  is  the  case  with  deposits.  Under 
proper  banking  methods,  deposits  cannot  expand  without  a  pro- 
portional increase  of  the  gold  resen^es  of  the  banks.  This  fur- 
nishes the  natural  and  necessary  check  to  inflation.  Our  bank 
notes,  however,  have  no  such  connecting  link  with  the  business 
and  the  monetary  stock  of  the  world.  The  basis  of  the  Amer- 
ican bank  note  currency  is  the  government  debt,  the  very  worst 
kind  of  foundation.  There  is  practically  no  limit  to  the  inflation 
or  contraction  of  the  note  issue  which  may  be  caused  by  changes 
in  the  national  debt,  utterly  regardless  of  business  conditions  or 
the  money  sui>ply  of  the  countr)^  Thus  l>etween  April  23,  i88o^ 
and  October  2,  1890,  the  circulation  of  national  banks  declined 
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from  $320,759,472  to  $122,928,085.  a  decrease  of  $197,831^3874 
or  62  per  cent.  And  yet  this  decade  wns  nmrked  by  large  growth 
in  population  and  wealth,  and  by  remarkable  industrial  expansion 
and  business  activity.  This  business  expansion  was  attended 
by  large  gains  in  every  other  important  item  in  the  national 
banks'  balance  sheet.  Bank  capital  stock  increased  43  per  cent ; 
surplus  funds  increased  82  per  cent;  loans  and  discounts,  100 
per  cent;  lawful  money,  87  per  cent;  and  total  resources,  59 
per  cent  Individual  deposits  rose  from  $791,555,060  to 
$1,564,845,175,  an  increase  of  98  per  cent  The  number  of 
banks  increased  from  2,075  ^^  3i540.  or  71  per  cent.  Yet  with 
alt  this  large  growth  of  banking  facilities,  the  note  circulation 
alone  declined  by  nearly  two-thirds.  The  reason  is  not  far  to 
seek.  The  government  was  using  part  of  its  enormous  surplus 
income  to  pay  off  its  debt.  The  net  public  debt  was  reduced 
from  $1,996,000,000  in  1879  to  $891,000,000  in  1S90,  a  reduc- 
tion of  $1,105,000,000  (more  than  half  the  debt)  in  elev^en  years^ 
something  wiUiout  parallel  in  the  history  of  public  finance.  This 
meant  the  reduction  by  half  of  the  bonds  available  to  secure 
national  bank  circulation  and  a  great  rise  in  market  value  of 
those  that  were  left.  Four  per  cents,  of  1907  rose  from  1 03-1 13 
in  1880  to  125-130  in  1888.^  The  inevitable  result  was  the 
decline  of  circulation. 

It  is  bad  enough  to  have  a  kind  of  currency  that  can  decline 
by  more  than  half  in  ten  years  in  the  face  of  growing  industry 
and  business  ex|>ansion.  But  the  possibility  of  the  opposite 
course  of  events  is  fraught  with  dangers  of  a  far  more  serious 
character.  Just  as  reduction  in  the  public  debt  causes  contraction 
of  tlie  bank  circulation,  so  an  increase  in  debt  or  changes  in  the 
national  banking  laws  may  cause  an  expansion  of  the  currency 
almost  without  limit.     Let  us  look  at  the  figures  again. 

From  i8go  to  1900,  the  volume  of  bank  notes  remained  corn- 
pa  rati  vety  stationary.  Then  began  a  great  increase.  On  June 
30,  1899,  the  circulation  outstanding  amounted  to  $199,358,383. 
By  March  30,  1907,  it  had  reached  the  enormous  sum  of  $597,- 
212,063,  an  increase  of  $397,853,680,  or  200  per  cait.  In 
other  words,  the  circulation  has  trebled  in  less  than  dght  yeare. 

^  Dewej;  Fiimmtmt  liiMiory  &/  U.  5..  p.  430* 
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Wliat  is  the  explanation  of  this  tremendoiis  increase  in  so  short 
a  time?  It  is  true  that  these  have  been  years  of  prosperity  and 
busine^  expansion,  but  prosperity  and  business  expansion  have 
not  been  the  causes  of  the  increase  in  circulation.  The  real 
cause  is  to  be  found  in  the  currency  act  of  March  I4>  rgoo. 
The  confessed  purpose  of  the  amendments  to  the  national  bank 
act  made  at  this  time  was  to  stimulate  the  issue  of  notes,  and 
this  purpose  has  been  abundantly  fulfilled*  With  this  end  in 
view,  provision  was  made  for  smaller  banks  by  allowing  the 
organisation  of  banks  with  capital  of  $25,000  in  places  of  3,000 
inhabitants  or  less;  formerly  the  lower  limit  of  capital  was 
$50,000.  The  same  purpose  was  accompHshed  by  amending  the 
law  so  that  banks  may  receive  notes  equal  to  the  par  value  of 
bonds  deposited  instead  of  90  per  cent  of  the  par  value  as 
before.  And  finaUy,  the  tax  on  circulation  was  reduced  from 
one  per  cent  per  annum  to  one^half  of  one  per  cent.,  provided 
tlie  notes  were  secured  by  the  new  two  per  cent,  bonds  authorized 
by  the  same  act.  In  these  three  provisions  we  have  a  direct 
inducement  toward  increased  note  issue,  the  result  of  which  has 
been  shown. 

We  are  to-day  on  the  threshold  of  another  ev^ent  which  is 
likely  to  offer  an  equally  potent  inducement  tovt^rd  bank  note 
inflation.  During  the  next  few  years,  large  sums  of  money  will 
very  probably  be  borrowed  by  the  government  to  pay  for  the 
construction  of  the  Panama  Canal.  Already  the  first  bond  issue 
for  this  purpose  has  been  made,  $30,000,000  two  per  cent,  bonds 
having  been  issued  last  summer.  These  bonds  may  be  used  as 
security  for  the  issue  of  notes  on  the  same  favorable  terms  as 
the  consols  of  1930,  More  than  1ml f  of  this  issue  has  already 
been  obtained  by  the  national  banks  and  deposited  to  secure 
circulation**  If  the  future  bond  issues  are  given  the  same 
privilege,  as  is  undoubtedly  the  present  intention,  we  may  expect 
to  see  each  issue  made  the  basis  for  a  further  increase  in  the 
volume  of  bank  notes. 

>On  Marth  30.  1907,  the  national  banks  held  $16,828,080  of  the  new  Panama 
Canal  loan  to  secure  drcutatmn,  and  |t£,B3&,cxx>  10  secure  gov^amcnent  deposits, 
or  I29, 666,080  for  both  purposes.  This  leaves  only  $333*920  not  held  by  ihc 
UAtional  banks. 
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This  is  approaching  dangerously  near  to  paper  money  inflation. 
If  it  should  be  proposed  to  pay  for  the  Panama  Canal  by  the  issue 
of  government  notes  Hke  the  greenbacks  of  the  Civil  War,  every- 
one who  believes  in  sound  money  would  rise  up  in  protest.  And 
yet  we  are  proposing  to  allow  the  national  banks  to  issue  their 
notes,  to  circulate  as  money,  to  the  full  value  of  the  new  debt. 
The  difference  is  not  very  great.  The  result  will  be  inflation^ 
and  inflatio*n  by  means  of  a  circulating  medium  having  no  con- 
nection with  the  gold  stock  of  the  world.  To  make  room  for 
the  additional  currency,  gold  must  be  forced  to  leave  the  country, 
and  our  whole  monetary  system,  by  no  means  too  strong  to-day, 
will  be  weakened  at  its  foundaticm,-  This  is  the  fundamental 
difference  between  expansion  of  credit  by  means  of  deposits 
and  expansion  by  means  of  national  bank  notes.  The  one 
is  based  on  gold;  the  other  is  based  on  the  government  debt. 
When  deposits  expand,  the  reserves  of  the  banks  must  increase 
proportionately  and,  if  carried  far  enough^  the  result  must  be  to 
bring  in  gold  rather  than  to  force  it  out.  In  like  manner, 
deposits  cannot  for  any  considerable  time  be  in  excess  of  business 
needs*  But  bank  notes  may  be  increased  indefinitely,  if  the 
government  only  borrows  enough,  and  the  result  will  be  the 
expulsion  of  gold  whenever  the  currency  becomes  redundant- 

The  defects  of  our  currency  system  which  have  been  described 
would  be  removed  by  the  adoption  of  a  bank  note  system  based, 
not  on  the  deposit  of  bonds,  but  on  the  general  assets  of  the 
banks,  with  a  resene  of  gold*  In  other  words^  the  law  should 
recognize  the  essential  identity  between  tlte  note  and  the  deposit 
and  should  treat  both  kinds  of  bank  credit  as  nearly  alike  as 
possible.  It  is  admitted,  of  course,  that  certain  safeguards  and 
limitations  may  be  advisable  in  the  case  of  notes  which  have 
been  found  unnecessary  in  the  case  of  deposits. 

With  the  exception  of  England,  nearly  every  civilized  country 
to-day  mak^  use  of  some  kind  of  asset  credit  currency*  It  is 
not  difficult,  therefore,  to  find  plenty  of  illustrations  of  the  actual 
successful  working  of  asset  currency  systems.  There  is  danger^ 
however,  of  overestimating  the  value  of  illustration  from 
European  banking  experience,  in  throwing  light  on  tiie  plans 
for  reform  in  the  United  States.     Most  European  countries 
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have  a  large  centrnl  bank  connected  more  or  less  closely  with 
the  government.  This  fact,  with  the  many  other  dissimilar 
conditions,  makes  it  unsafe  to  apply  to  American  conditions  con- 
dusiDns  drawn  from  European  experience.*  There  are  two 
cases,  however,  which  are  excellent  illustrations  for  our  purpose, 
since  they  show  the  successful  working  of  asset  currency  under 
conditions  very  like  tliose  that  prevail  in  the  United  States  to-day. 
The  first  of  these  is  the  system  of  bank  note  currency  pre- 
vailing in  New  England  during  the  twenty  years  immediately  pre- 
ceding the  Civil  War.  The  essential  features  of  the  SuflFoIk 
Bank  system  are  familiar,^  Starting  in  a  small  way  in  181 3, 
the  system  grew  up  gradually  and  in  spite  of  much  bitter  opposi- 
tion, till  in  1840  it  was  in  smooth  running  order,  controlling  the 
cinmlation  of  practically  all  the  banks  in  the  Ne%'  England 
States.  The  arrangement  between  the  Suffolk  Bank  of  Boston 
and  the  other  New  England  banks  was  as  follows;  each  bank 
placed  with  the  Suffolk  Bank  a  permanent  deposit  of  $2,000 
or  more.  In  consideration  of  this  deposit  the  Suffolk  Bank 
redeemed  in  specie  at  par  any  of  the  notes  of  the  other  banks 
which  were  presented  to  it,  charging  tliem  to  the  account  of  the 
issuing  bank.  In  payment,  the  Suffolk  Bank  received  from  any 
bank  in  the  system  the  notes  of  other  New  England  banks  in 
good  standing.  Whenever  the  SuflFoIk  Bank  receival  the  notes 
of  any  bafik  not  in  the  agreement  they  were  immediately 
returned  to  the  bank  of  issue  for  redemption  in  specie.  In  this 
way  the  Suffolk  Bank  acted  as  a  central  clearing  house  for 
the  note  issues  of  the  New  England  banks,  charging  to  each 
bank  the  amount  of  its  own  notes  redeemed  and  crediting  it  with 
the  notes  of  other  banks  turned  in*     Any  bank  which  remained 

^  It  should  b«  noticed  in  passing,  however,  that  one  of  the  plans  for  reform  in 
the  United  States  is  the  establishment  af  a  centril  government  biink  patterned 
after  European  models.  Whenever  thta  plan  is  being  seriously  considered,  the 
experience  of  European  banking  systems  becomes  of  the  most  vital  importance. 
See  Report  of  New  York  Chamber  of  Commerce  Committee,  1906* 

•CI.  Whitney,  Tkf  SttffM  Bank;  Knox,  Hijt&ry  &f  Banking  in  tke  UmUd 
Staff t;  Sumner.  Miiioty  of  Banking  in  tht  UniUd  Sifites;  White,  M4>nfy  and 
Banking  (2d  ed.)»  pp.  315-326;  Report  &f  the  Mt^n^tary  Commi$H<^n^  pp*  302-306, 
351-334;  Root,  S&und  Currency,  vol,  ii,  pp.  376^*84  (June  i,  i805);  vol,  viii, 
pp,  209-133  (December,  igot). 
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outside  the  system  found  it  impossible  to  circulate  lis  notes 
beyond  its  own  locality,  for  they  soon  found  their  way  into 
some  bank  in  the  system  and  thus  were  presented  for  redemption 
by  the  Suffolk  Bank. 

This  S3rstem  operated  through  the  self-interest  of  the  banks, 
wholly  without  legal  enforcement,  except  that  after  1845  Massa- 
chusetts enforced  the  system  by  forbidding  any  bank  to  pay 
over  its  counter  any  notes  but  its  own.  As  regards  legal  regu- 
lation the  New  England  banks  were  remarkably  free  from 
restraint.  Their  charters  were  issued  by  the  several  states  under 
no  genanal  plan.  About  the  only  point  of  uniformity  was  the 
permission  to  issue  notes  without  special  security  of  any  sort 
Note  holders  in  most  of  the  States  did  not  even  have  a  prior  lien 
on  die  assets  of  the  banks,  but  were  on  exactly  the  same  footing 
as  depositors  and  other  creditors.  The  legal  limits  to  the  amount 
of  the  cinrulation  were  so  liberal  as  to  leave  the  banks  prac- 
tically unrestrained  in  this  respect* 

And  yet,  in  spite  of  the  absence  of  nearly  ail  the  legal  regu- 
lations  commonly  supposed  to  be  necessary  to  sound  banking, 
the  banks  of  New  England  furnished  for  twenty  years  a  credit 
currency  recognized  by  contemporar>'  critics  and  students  to-day 
as  worthy  of  the  highest  praise.  The  absence  of  any  practical 
limit  to  cinculation  did  not  lead  to  inflation.  In  fact  the  actual 
circulation  never  e\'en  approached  the  legal  limits.  In  1835  the 
total  circulation  of  the  New  England  banks  was  27  per  cent,  of 
the  maximum  allowed  by  law;  in  1840,  2^  per  cent;  in  1850, 
40  per  cent* ;  and  in  i860,  36  per  cent*  The  absence  of  special 
security  or  other  legaJ  restriction  in  the  interest  of  note  holders 
did  not  prevent  the  circulation  being  safe,  and  the  losses  remark- 
ably small  Of  course  there  were  failures  (as  there  are  sure 
to  be  imder  any  system)  e^>ecially  after  the  panic  of  1837.J 
From  1840  to  i860,  47  New  England  banks  failed,  having  a 
total  capital  of  $6,295,301;  circulation  of  $3,536,350;  deposits 
of  $r, 691, 554,  and  assets  valued  nominally  at  $11,157,973, 
The  total  loss  to  note  holders  was  about  $880,000.  This  was 
an  average  annual  loss  of  $42,000,  as  compared  with  an  aver- 

'  Sec  Root,  S&ttmd  Cttrrfmy,  vol.  viif*  p.  213.  December^  1901. 
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age  annual  circulatiori  of  $33,148,000.  The  losses  to  note 
holders,  then,  amounted  to  about  one-eighth  of  one  per  cent  of 
the  circulation.^  The  circulation  of  the  New  England  banks 
was  not  only  safe.  It  was  elastic  and  convenient.  Its  volume 
corresponded  to  business  needs.  Customers  received  credit  either 
in  notes  or  deposits  as  they  preferred,  Tlie  system  comnmnded 
the  universal  satisfaction  of  its  users. 

The  one  thing  that  brought  about  these  satisfactory  results 
was  the  inexorable  requirement  that  every  bank  in  the  system 
should  always  stand  ready  to  redeem  its  notes  on  demand  in 
specie,  and  the  provision  of  simple  and  effective  machinery  for 
constantly  testing  every  bank's  ability  to  thus  redeem  its  notes. 
The  Suffolk  system  caused  an  exceedingly  active  retiranent  and 
reissue  of  currency.  For  instance,  in  1858  the  redemption  of 
notes  through  the  Suffolk  Bank  amounted  to  $400,000,000,  while 
the  total  circulation  in  that  year  was  $36*000,000.  The  whole 
volume  of  notes  was  therefore  redeemed  ten  times  over  during 
the  yean  It  was  this  effective  system  of  redemption  that  pre- 
vaited  inflation,  for  no  bank  could  keep  out  more  notes  than  the 
business  needs  called  fon  It  was  this  that  made  the  currency 
safe  and  prevented  loss,  for  no  bank  could  keep  its  notes  in  cir* 
cutation  unless  constantly  able  to  redeem  them'  in  specie.  Finally, 
it  uras  this  that  made  the  system  elastic  and  convenient. 

The  similarity  between  the  banking  situation  in  New  England 
at  that  time  and  pr^ent  conditions  is  shown  by  the  large  number 
of  banks,  roughly  one  bank  to  every  6,000  or  8,000  inhabitants, 
which  is  relatively  about  the  same  as  in  New  England  to-day; 
also,  by  the  small  capitalization  of  the  banks,  averaging  not  over 
$r6o.ooo  outside  of  Boston  and  not  over  $206,000  including  Bos- 
ton; and  by  the  wide  territorial  distribution  of  banks  and  tlieir 
independent  ownership  and  control.^  In  sliort,  we  have  seen  here 
in  the  United  States,  under  conditions  not  essentially  imlike  the 
present,  the  development  of  a  system  which  furnished  an  asset 
currency  that  was  safe,  elastic,  convenient,  and  universally  satis^ 
factory,  a  system  which  was  in  successful  operaticwi  for  a  gener- 


I  Rooi,  Sound  Currmty^  voL  vlli,  pp,  3a3-a33,  Deceitiber,  jgoi, 
*Cf*  Root,  S&und  Currtnfy^  voL  viii,  pp.  si 0-212,  December,  tgot* 
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ation  until  forced  ooit  of  existence  to  make  room  for  the  present  | 
national  banking  system. 

A  still  better  illustration  for  our  purpose  of  the  working  of 
asset  currency  is  to  be  found  in  the  Canadian  banking  system. 
Here  we  have,  under  conditions  very  similar  to  our  own,  the  suc- 
cessful operation  of  an  excellent  credit  currency  system.  Essen- 
tially the  present  system  was  adopted  in  1890.  Without  going 
into  details,  its  main  features  are  as  follows  :^  note  issue  is  per- 
mitted to  the  **chartered  banks"  up  to  the  amount  of  their  paid 
up  capital.  The  security  for  notes  is  the  general  assets  of  the 
bank.  No  special  security  is  required,  except  that  the  note  holder 
has  a  prior  lien  on  all  the  assets  of  the  bank  including  double 
liability  of  stockholders.  Notes  are  further  protected  by  a 
redemption  fund  to  which  each  bank  contributes  a  sum  equal 
to  five  per  cent,  of  its  average  circulation.  The  fund  is  held  by 
the  government.  The  Canadian  law  allows  a  bank  to  suspend 
payment  for  three  months  without  going  into  liquidation.  In 
case  a  bank  suspends,  its  notes  bear  interest  at  five  per  cent.* 
from  the  date  of  suspension  until  the  date  set  by  the  bank  for 
their  redemption.  If  provision  for  the  payment  of  its  notes  with 
accrued  interest  is  not  made  within  two  months,  the  government 
redeems  the  notes  with  accrued  interest  from  the  redemption 
fund,  ultimately  recovering  the  amount  if  possible  from  tlie 
bank's  assets.  In  the  meantime  the  other  banks  must  make  good 
the  reduction  of  their  five  per  cent  contributions  to  the  fund. 
The  banks  are  required  to  keep  their  notes  at  par  in  all  parts  of 
Canada  and  to  maintain  redemption  agencies  in  the  principal 
cities  under  the  direction  of  the  government.  There  is  no  tax  on 
circulation.  A  peculiarity  of  the  Canadian  system  is  that  the 
banking  business  is  in  the  hands  of  a  few  large  banks,  which 
have  a  great  nmnber  of  branch  banks  throughout  the  countiy. 
At  present  there  are  thirty-six  chartered  banks,  with  about  1,650 
branches. 

'  Cf.  Breckcnrldgc.  The  CattaJian  Banking  System,  1817-1890,  PuB.  Am,  Be. 
Aim.^  vol.  X,  Nos.  1-3  (Januai7-Ma>%  iBgs);  White,  M^nty  and  Banking  (2d  cd.), 
pp.  397-401 ;  Rep&rt  of  the  M^nftary  C^mmiisi&n,  pp.  281-284,  32^-530i  etc;  Root, 
S^und Currmcy,  vol.  \\,  pp.  309-324  (December  15,  1894);  vol,  iv..  No.  ^  (May  i^ 
1897);  etc. 

*  Sis  per  cent.  unUl  the  afnendcnem  of  sgoo. 
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Under  this  system  Canada  lias  far  many  years  enjoyed  a  cur- 
rency possessing  in  a  high  degree  the  qualities  of  safety,  elasticity, 
and  convenience.  The  freedom  of  issue  without  special  security 
guarantees  that  notes  will  always  be  forthcoming  in  response  to 
business  needs.  The  annual  handling  of  the  crops  gives  rise  to 
exactly  the  same  need  for  an  elastic  currency  in  Canada  as  in  the 
United  States.  But  in  Canada  the  need  is  met,  A  glance  at  Uie 
diagram  on  a  preceding  page  will  make  this  clear.  Every  year 
bctw^een  midsummer  and  October  the  Canadian  bank  circulation 
expands  by  about  $15^000,000,  or  roughly  30  per  cent.  Having 
reached  this  maximimi  and  performed  its  duty,  it  contracts  just 
as  rapidly,  reaching  its  minimum  in  January.  No  better  evi- 
dence of  elasticity  and  the  absence  of  inflation  could  be  presented* 
The  comparison  with  our  own  inelastic  currency  is  significant 

Under  the  efficient  system  of  redan pti on,  and  spurred  on  by 
the  competition  of  the  banks,  the  Canadian  notes  are  redeemed 
daily  through  the  clearing  houses  of  the  large  cities  and  very 
promptly  through  the  branch  banks  in  the  country  districts.  It 
is  this  that  gives  elasticity  and  prevents  inflation. 

The  redemption  fund  and  prior  lien  on  assets  make  the  notes 
absolutely  safe,  and  the  pa>Tnent  of  interest  between  the  date  of 
suspension  and  final  settlement  prevents  the  depreciation  of  notes 
of  suspended  banks.  Although  a  number  of  chartered  banks 
have  failed  since  1890,  in  not  a  single  case  have  the  note  holders 
suffered  loss  or  inconvenience.  In  fact  there  has  not  yet  been  a 
case  where  it  has  been  necessary  to  resort  to  the  guarantee  fund 
held  by  the  government* 

Until  recently  the  total  circulation  of  all  the  Canadian  banks 
had  never  come  close  to  the  amount  of  their  paid  up  capital,  which 
is  the  maximum  limit  to  circulation  set  by  law.  During  the 
twenty  years  from  1880  to  1900  the  circulation  remained  fairly 
close  to  50  per  cent,  of  the  capital  and  even  at  the  time  of  great- 
est expansion  in  the  fall  seldom  rose  above  60  or  70  per  cent 
During  the  past  five  or  six  years,  however,  business  expansion  has 
caused  considerable  increase  in  circulation,  with  which  die  increase 
in  capital  has  not  kept  pace.  This  has  caused  the  circulation  to 
come  close  to  the  limit  on  sev  eral  occasions.  But  even  now  it  is 
only  for  a  few  weeks  in  the  fall  of  each  year  that  the  limit  is 
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approached.  During  the  rest  of  the  year  the  circulation  is  in  the 
neighborhood  of  three- fourths  of  the  capital.  Moreover,  bank- 
ing capital  is  now  being  rapidly  increased. 

These  examples  should  go  far  toward  removing  doubts  as  to 
the  practicability  of  asset  currency  for  the  United  States.  But, 
of  course,  no  one  proposes  that  the  United  States  immediately 
adopt  either  the  Suffolk  or  the  Canadian  plan^  or  any  ideal 
scheme.  Our  pr^ent  ^tablished  system  is  in  the  way.  The 
problem  is,  not  to  work  out  de  novo  a  perfect  currency  system^ 
but  to  devise  the  best  possible  plan  in  view  of  actual  present  con- 
ditions, having  as  an  ultimate  goal,  of  course,  the  final  adoption 
of  a  real  system  of  asset  currency* 

In  the  first  place,  no  system  which  involves  the  immediate 
abandonment  of  our  bond-secured  notes  can  be  seriously  pro- 
posed, for  the  reason  that  it  would  result  in  tlie  depreciation  of 
government  bonds.  The  resulting  loss  to  the  national  banks 
whose  assets  are  invested  in  bonds  would  probably  be  not  less 
than  $150,000,000.  The  interest-bearing  debt  of  the  United 
States  amounted  on  March  30^  1907,  to  $908,233,660.  This 
is  the  amount  of  bonds  available  for  bank  note  security.  Of  this, 
the  national  banks  held  to  secure  circulation  $550,137,900,  or 
over  60  per  cent  of  the  total.  Of  the  two  per  cent,  bonds  (con- 
sols of  1930  and  Panama  Canal  loan),  which  are  at  present  the 
most  important  part  of  the  public  debt  and  whose  relative  import- 
ance is  to  be  increased  in  the  future,  the  banks  held  $510,659,030, 
or  over  81  per  cent. 

The  national  banks  also  hold  goveniment  bonds  to  secure  pub- 
lic deposits.  The  amount  held  for  this  purpose  on  March  30, 
1907.  was  $90,986,550,  Altogether  the  national  banks  held  to 
secure  circulation  and  government  deposits,  $641,124,450;  over 
70  per  cent,  of  the  total  interest-bearing  ddbt  of  the  United  States. 
The  result  has  been  exactly  what  was  purposed  when  the  present 
system  w^s  founded  more  than  forty  years  ago;  that  is,  an  arti- 
ficial value  has  been  given  to  government  bonds.  The  following 
table  shows  the  range  of  prices  of  government  bonds  on  the  New 
York  market  from  the  fimt  of  January  to  Oie  middle  of  April, 
1907: 
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49^  Funded  loan  of  1907. . ,.,.*.. .loo^-ioi^ 

4f  Loan  of  1925 ^.  * 129-130^'' 

3f  Loan  of  1908-18. .  < . . , io2|i-t04 

^%  CoD&ols  ol  1930...,. ... ,, t04|i-io6X 

2$  Panama  Canal  loan  ',,*,...,,., 104^-105  >i 

All  the  bonds  are  above  par.  Even  the  two  per  cent,  bonds  are 
between  104  and  ro6»  a  valuation  obviously  not  made  on  the  basis 
of  ^mings.  Any  change  which  took  away  from  the  bonds  their 
function  of  sending  as  security  for  bank  notes  would  remove  this 
artificial  premiuin.  Two  per  cent,  bonds  would  fall  to  the  neigh- 
borhood of  70  or  e\^en  lower.  British  consols  paying  two  and 
one-half  per  cent,  are  quoted  between  85  and  87,  which  places 
them  very  nearly  on  a  three  per  cent  basis.  French  rentes  at 
three  per  cent,  and  the  German  Imperial  three  per  cent,  loan  are 
both  below  pan  If  our  two  per  cent,  bonds  fell  to  a  three  per 
cent,  basis  they  would  be  worth  exactly  66^.  On  their  holdings 
of  510  millions  to  secure  circulation,  quoted  to-day  at  about  105, 
the  national  banks  would  lose  195  millions.  If  the  bonds  fell  only 
to  75»  the  loss  to  the  banks  would  be  153  millions.  This,  more- 
over, is  the  loss  on  the  two  per  cent,  bonds  only.  Needless  to  say, 
the  national  banks  would  unanimously  oppose  such  a  change, 
and  since  they  have  been  compelled  to  purchase  bonds  at  artificial 
prices  as  the  condition  of  issuing  notes,  their  opposition  would 
undoubtedly  be  justified. 

There  is  one  way,  it  is  true,  by  which  this  difficulty  might  be 
avoided.  The  rate  of  interest  on  the  consols  of  1930  and  the 
Panama  Canal  loan  might  be  raised  to  three  per  cent,  or  what- 
ever figure  would  prevent  the  bonds  falling  below  par.  If  this 
were  done  at  the  same  time  that  the  bond-secured  notes  were  done 
away  wHth,  no  .injustice  would  result  to  the  present  holders  of  the 
bonds.  This  proposition,  however,  has  not  as  yet  met  with 
enough  favor  to  make  its  consideration  more  than  an  academic 
problem. 

The  situation  is  further  complicated  by  our  federal  form  of 
gov^emment  and  the  fact  that  we  have  both  state  and  national 
banks,  the  former  being  practically  forbidden  to  issue  notes  at 
present    There  have  been  recent  proposals  to  repeal  the  ten  per 

^  No  sales  recorded.     The  figures  giireTi  are  Ihe  prices  bid  and  asked  on  April 
19.  tgo7. 
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cent  tax  on  state  bank  notes.  This  proposal  is  not  widely  or 
seriously  considered  and  would  probably  be  exceedingly  inad- 
visable at  this  time.  The  country  will  not  willingly  give  np  the 
advantages  of  safety  and  uniformity  which  we  have  enjoyed 
under  the  present  system  and  which  probably  have  a  better  cliance 
of  being  continued  if  the  business  of  note  issue  continues  to 
remain  under  national  supennsion. 

The  inadequajcy  of  our  currency  system  has  been  realbed  for 
a  long  time.  Plans  for  refonn  began  to  take  active  shape  ten 
years  ago.  Before  that  time  attention  had  been  directed  almost 
exclusively  to  the  more  serious  and  pressing  problems  connected 
with  the  government  credit  money  and  the  silver  coinage.  After 
the  election  of  1896  the  defects  in  our  bank  note  system  began  to 
receive  more  attention,  and  reforms  were  proposed  in  connection 
with  various  schemes  for  refonning  the  monetary  system  as  a 
whole.  Interest  in  the  subject  was  kept  alive  until  the  election 
of  1900  seemed  to  have  definitely  settled  the  free  silver  agitation, 
and  the  currency  act  of  1900  made  changes  which  more  firmly 
established  the  gold  standard,  provided  for  the  retirement  of  the 
treasury  notes  of  1890,  and  diminished  the  danger  from  the 
United  States  notes.  The  currency  act  of  1900  did  nothing  to 
remedy  the  defects  of  our  bank  note  system.  Its  only  provisions 
on  this  subject  were  drawn  with  a  view  to  making  the  issue  of 
bank  notes  easier  and  more  profitable,  with  the  result  of  greatly 
increasing  tlie  volume  of  bank  notes  in  permanent  circulation,^ 
but  in  no  way  contributing  toward  elasticity.  Imperfect  as  the 
act  was,  however,  it  was  sufficient  to  put  a  stop  to  the  active  agi- 
tation of  the  money  question,  an  agitation  of  which  the  business 
interests  of  the  country  and  the  people  in  general  were  becoming 
thoroughly  tired.  The  great  and  unbroken  prosperity  which  the 
country  has  been  enjoying  since  that  time  has  also  caused  people 
to  be  willing  to  let  well  enough  alone  and  not  risk  any  danger  to 
prosperity  through  changes  in  the  currency  laws. 

Within  the  last  year  and  a  halfi  however,  there  has  been  evi- 
dent a  growing  feeling  that  our  inelastic  currency  system  contains 
the  possibility  of  disaster  to  the  business  interests  of  the  country* 
As  a  result,  public  interest  is  once  more  aroused.    And  to-day, 

^  See  Above,  p,  63. 
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with  other  monetary  problems  out  of  the  way  (temporarily  at 
least),  attention  has  been  concentrated  upon  the  subject  of  bank 
currency*  A  number  of  proposals  have  appeared,  among  which 
two  deserve  special  consideratiofi.  The  first  is  the  plan  of  the 
special  committee  of  the  New  York  State  Chamber  of  Commerce, 
adopted  by  that  body  in  October,  1906,  The  other  was  sug- 
gested in  November  in  the  report  of  the  commission  appointed  by 
the  American  Bankers*  Association  at  its  annual  convention  in 
October. 

The  latter  plan  was  made  the  basis  of  the  Fowler  bill  (H,  R. 
23,017,  Fifty-ninth  Congress,  second  session)  which  was  favor- 
ably reported  by  Committee  but  failed  of  passage  in  the  House  of 
Representatives  last  winter.  The  essential  features  of  this  plan 
are  as  follows : 

( 1 )  Any  national  bank,  having  been  in  business  not  less  than 
cmc  year  and  having  a  surplus  of  at  least  20%  of  its  capita^  to 
be  allowed  to  issue  "National  Bank  Guaranteed  Credit  Notes," 
without  security,  to  the  amount  of  40%  of  its  bond-secured  circu- 
lation, but  not  exceeding  25%  of  its  capital.  These  credit  notes 
to  be  taxed  at  the  rate  of  3%.  Provided  that  "if  at  any  time  in 
the  future  the  present  proportion  of  the  total  outstanding  unma* 
tured  United  States  bonds  to  the  total  capita! izati on  of  all 
national  banking  associations  in  active  operation  shall  diminish, 
then  the  authorized  issue  of  national  bank  guaranteed  credit  notes 
shall  be  increased  to  a  correspondingly  greater  percentage  of  the 
bond-secured  notes/' 

(2)  A  further  issue  of  credit  notes  not  exceeding  I2j4%  of 
the  bank's  capital  and  paying  a  tax  of  5%  to  be  allowed, 

(3)  The  total  circulation  of  any  bank^  in  both  kinds  of  notes, 
not  to  exceed  its  capital.  (Thus,  to  have  the  greatest  possible 
amount  of  credit  notes,  a  bank  would  have  to  have  62 3^  fo  of  its 
capital  in  bond-secured  notes,  25%  in  credit-notes  taxed  3%,  and 
i2j4%  in  credit  notes  taxed  5%/) 

(4)  The  same  ''lawful  money"  reserve  required  for  credit 
notes  as  for  deposits, 

(5)  The  proceeds  of  the  tax  on  credit  notes  to  constitute  a 
guarantee  fund  to  be  held  by  the  United  States  Treasury  and  used 
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in  paying  immediately  the  notes  of  failed  banks.  The  Treasury 
thereupon  to  become  a  creditor  of  the  failed  bank  and  recover 
pro  rata  with  other  creditors  from  the  bank's  assets. 

(6)  Adequate  facilities  for  daily  current  redemption  of  credit 
notes  to  be  provided,  under  the  direction  of  the  Comptroller  of 
the  Currency. 

(7)  Any  bank  to  be  allowed  to  replace  any  of  its  bond-secured 
notes  in  excess  of  625^  %  of  its  capital  with  credit  notes,  without 
regard  to  the  present  limit  of  $3,000,000  a  month  to  the  retire- 
ment of  national  bank  notes. 

This  bill  differs  in  only  a  few  essential  points  from  the  plan 
of  the  New  York  Chamber  of  Commerce  Committee.  The  lat- 
ter plan  proposes  to  allow  any  bank  whose  bond-secured  circu- 
lation amounts  to  50%  of  its  capital  to  issue  credit  notes  equal 
to  35^  of  its  capital,  subject  to  a  graduated  tax  varying  from 
2%  to  6%  according  to  the  amount  of  credit  notes.  It  also  calls 
for  the  repeal  of  the  $3,000,000  limit  to  the  retirement  of  bank 
notes,  and  adds  the  important  provision  that  future  issues  of 
United  States  bonds  shall  not  be  available  as  a  basis  for  the  issue 
of  national  bank  notes. 

Obviously  neither  of  these  plans  presents  a  perfect  system. 
Immediate  perfection  is  unattainable.  But  they  propose  a  step 
in  the  right  direction.  The  details  of  the  House  bill  especially 
have  been  very  carefully  worked  out  to  fit  present  conditions. 
The  enactment  of  such  a  bill  would  give  a  large  measure  of  elas- 
ticity to  the  currency  without  seriously  affecting  the  market  value 
of  government  bonds.  Above  all  it  would  pave  the  way  for 
future  refonns  which  might  ev^entually  bring  us  to  the  complete 
abandonment  of  the  bond-secured  no^tes,  until  which  time  any  sys- 
tem should  be  regarded  as  only  a  temporary  makeshift  on  the 
road  toward  the  ideal  system.  This  feature  would  be  greatly 
strengthened  by  incorporating  into  the  bill  the  recommendation 
of  the  New  York  Chamber  of  Commerce  Committee  that  future 
issues  of  bonds  be  not  available  for  bank  note  security.  In  view 
of  probable  large  additions  to  our  national  debt  this  provision  Is 
exceedingly  important  and  moreover  emphasizes  the  need  of 
settling  the  currency  problem  at  once,  before  the  situation  is  made 
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still  more  dangerous  and  the  problem  still  more  difficult  by  large 
additions  to  the  public  debt.  Such  a  provision,  tc^ether  with 
the  clause  of  the  bill  allowing  the  ratio  of  credit  notes  to  bond- 
secured  notes  to  increase  as  the  ratio  of  the  bonded  debt  to  the 
capitalization  of  the  national  banks  diminishes,  would  cause  the 
gradual  and  automatic  substitution  of  credit  notes  for  bond- 
secured  notes,  tin  with  the  final  redemption  or  conversion  of  the 
present  bonds  the  old  national  bank  notes  would  have  disappeared. 
This  process  would  be  hastened  also  by  the  entering  of  many 
state  banks  into  the  national  banking  system,  for  which  the  pro- 
posed plan  offers  considerable  inducement. 

Another  proposal  of  the  New  York  Chamber  of  Commerce 
Committee  ought  to  be  added  to  the  Fowler  bill  This  is  the 
repeal  of  the  clause  of  the  present  banking  law  which  limits  the 
retirement  of  national  bank  notes  by  deposit  of  lawful  money 
with  the  Treasury  to  $3,000*000  a  month.  By  the  passage  of  tlie 
Aldtich  bill  last  March  this  limit  was  raised  to  $9,000,000. 
There  is  no  reason  why  this  obstruction  to  elasticity  should  not 
be  removed  entirely. 

It  may  be  asked,  why  put  a  tax  cm  the  credit  curroicy?  A 
common  idea  is  that  a  tax  is  necessary  to  force  the  retirement 
of  notes  when  they  are  no  longer  needed.  This  is  a  vital  part 
of  the  plans  of  currency  reform,  whose  purpose  is  to  provide,  not 
an  elastic  currency  for  every-day  use,  but  an  "emergency  cur- 
rency'* to  be  called  out  only  in  times  of  special  stress.  In  a 
properly  worked-out  system  there  is  no  necessity  for  a  tax  to 
force  retirement  of  redundant  credit  notes  based  on  general  assets. 
Neither  the  Suffolk  nor  the  Canadian  systems  make  use  of  such 
an  expedient.  There  is,  however,  something  to  be  said  in  favor 
of  the  tax  in  plans  for  gradual  currency  refonn  in  this  country. 
In  the  first  place,  it  furnishes  the  guarantee  fund  Again,  so 
long  as  we  have  two  kinds  of  notes  issued  by  the  same  bank,  it 
tends  to  prevent  a  bank  taking  out  just  enough  bond-secured 
notes  so  that  it  could  keep  them  and  the  full  allowance  of  credit 
notes  pcnnancntly  in  circulation,  having  then  no  power  of  expan- 
sion in  time  of  need.  Finally,  any  scheme  of  reform  must  be  to 
a  certain  degree  experimental  at  first,  and  the  tax,  by  enforcing 
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speedy  retirement,  may  be  an  additional  safeguard  during  the 
experimental  stage  when  the  new  system  is  getting  into  running 
order.  As  part  of  a  permanent  system  of  scientific  asset  currency 
a  tax  on  circulation  has  no  place. 

Of  the  sufficiency  of  the  guarantee  fund  proposed  in  the  Fowler 
bill  there  can  be  no  question.    The  statistics  of  failures  of  national 
banks  since  the  adoption  of  the  system  in  1863  show  that  during 
this  whole  time  a  tax  of  one-fifth  of  one  per  cent,  would  have! 
paid  in  full  all  the  notes  of  the  banks  that  have  failed.    Under 
the  Suffolk  system  the  loss^  to  note  holders  amounted  to  one^j 
eighth  of  one  per  cent  of  the  total  cirGulation.    Since  the  adop-' 
timi  of  the  Canadian  system  in  1890,  the  redemption  fund  held 
by  the  Minister  of  Finance  has  not  once  been  called  on  to  make 
good  losses  to  the  holders  of  notes  of  failed  or  suspended  banks. 

Certain  questions  need  to  be  noticed  in  conclusion.  Whenever 
it  is  proposed  to  alter  oor  time-honored  national  banking  sys^ 
teni,  the  objection  is  sure  to  be  raised  that  our  present  notes  are 
safe,  at  any  r^te,  and  it  is  better  to  put  up  with  all  their  short- 
comings in  other  respects  than  to  invite  a  return  to  the  regime 
of  "wild  cat"  banking  which  disgraced  our  financial  history 
before  the  Civil  Wan  To  thoroughly  examine  this  objection 
would  require  another  essay.  Two  or  three  suggestions  may  be 
made,  however,  which  shotild  go  far  toward  dispelling  the  **wild 
cat"  bogie.  In  the  first  place,  the  soundness  of  the  currency 
furnished  by  the  New  England  banks  for  twenty  years  duringj 
this  very  period  shows  that  "wild  cat"  banking  does  not  neces* 
sarily  go  hand  in  hand  with  asset  currency.  New  England  was 
not  troubled  with  "wild  cat"  currency  during  these  years.  And 
the  bad  currency  of  other  parts  of  the  country  was,  in  the  main, 
due  to  ignorance  of  banking  principles,  dishonesty,  lack  of  experi- 
ence,  inefficient  government  oversight,  ete.  With  our  added 
knowledge  and  experience  and  under  the  inspection  and  regula- 
tion of  the  national  government,  there  is  no  reason  to  fear  that 
the  abandonment  of  bond-security  would  mean  unsafe  currency. 
In  the  second  place,  it  should  not  be  forgotten  that  most  of  the 
*\\{\d  cat"  currency  of  the  anle-bellum  days  was  not  asset  cur- 
rency at  all,  but  was  based  on  the  very  system  of  bond  deposit 
which  is  the  foundation  of  our  present  national  banking  system. 
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To  connect  asset  currency  with  *'wild  cat'*  banking  is  to  ignore 

the  facts  of  our  own  financial  history.  And  finally  it  should  be 
pointed  out  that  under  the  proposed  system  the  notes  must  be  at 
least  as  safe  as  deposits  are  to-day.  And  no  one  charges  that  our 
deposit  system  is  unsound. 

One  of  the  first  ol>jections  raised  against  any  proposal  for 
greater  elasticity  of  note  issue  is  that  it  will  mean  inflation.  Elas- 
ticity will  mean  inflation,  if  it  works  in  the  direction  of  expansion 
only.  That  is  what  is  veiy  Hkely  to  happen  under  our  present 
system  if  we  add  much  to  the  pub  He  debt.  We  may  even  say 
it  has  already  happened  when  we  remember  that  the  national 
banks  have  trebled  their  circulation  in  the  past  eight  years.  True 
elasticity  means  contraction  as  well  as  expansion.  The  experi- 
ence of  Canada  is  the  best  refutation  of  the  charge  of  inflation. 
The  Suffolk  bank  system  gives  additional  testimony.  Both  sys- 
tems have  operated  under  far  less  governmental  restraint  than 
would  be  enforced  in  this  country. 

It  has  been  proposed  to  make  sure  that  the  credit  notes  will  be 
redeemed  when  no  longer  needed  by  adding  to  the  proposed  law 
a  clause  forbidding  any  bank  to  pay  out  over  its  counter  any  notes 
but  its  own.  All  notes  finding  their  way  into  any  other  bank 
will  then  be  certainly  returned  for  redemption.  This  was  done  by 
Massachusetts  to  give  added  strength  to  the  Suffolk  system. 
This  would  undoubtedly  make  current  redemption  certain.  The 
necessity  of  such  a  provision  is,  however,  very  doubtful. 
Redemption  was  enforced  without  it  in  the  Suffolk  system.  Can- 
ada does  not  find  it  necessary.  Moreover,  under  a  system  of 
scattered  J  independent  banks  like  our  own,  such  a  provision  would 
often  defeat  the  very  end  we  are  aiming  at.  The  occasion  might 
often  arise  when  local  needs  would  exhaust  the  note-issuing  power 
of  local  banks.  Then  the  banks  should  be  able  to  borrow  the 
notes  of  other  banks,  situated  where  the  need  is  not  so  great. 
Tliis  is  frequently  done  even  in  Canada,  where  the  system  of 
bmnch  banking  makes  the  occasion  for  it  arise  far  less  frequently 
than  it  would  in  the  United  States,  Such  a  provision  would  cer- 
tainly be  unwise  in  this  country  unless  we  are  prepared  to  adopt 
the  system  of  branch  banking.  Even  then  the  wisdom  of  such 
a  restriction  is  open  to  question. 
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The  superiority  of  asset  currency  over  bond-secured  notes 
seems  to  be  established  both  by  theoretical  reasoning  and  prac- 
tical experience.  The  situation  in  the  United  States  is  imdoubt- 
edly  a  complicated  one,  and  the  prog^ress  of  reform  must  be  slow 
and  difficult.  Further  delay,  however,  will  only  increase  the 
difficulties.  Reform  should  begin  at  once,  and  the  high  standing 
of  the  individuals  and  organizations  whose  influence  is  being 
exerted  in  favor  of  the  general  plan  outlined  above  gives  reason 
to  believe  that  the  initial  step  will  not  be  much  longer  delayed. 

Fred  Rogers  Fairchild. 

Yale  University. 


THE   BASIS   OF   RATE^MAKING  AS   AFFECTED   BY 

COMPETITION   VERSUS   COMBINATION 
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CONTENTS. 

The  law  of  increasing  returns,  p.  79  ;  the  responsiveness  of  traffic,  p.  Bo ;  dis- 
cnminalion  between  places,  p.  81  :  discrirainatjon  between  shippers*  p»  Sa  ; 
comparative  rates  applied  10  different  commodities*  cost  of  service  vs.  value 
of  commodity,  p.  B2. 

BEFORE  proceeding  far  in  the  study  of  railway  rates  and  the 
diverse  effects  upon  rate-making  of  competition  versus 
combination  of  railroads,  it  is  desirable  to  premise  that  railroads 
are  subject  to  the  law  of  increasing  returns.  The  fact  is,  of 
course,  sufficiently  familiar.  It  is  here  briefly  referred  to  that 
it  may  be  kept  in  mind  during  the  remainder  of  the  discussion, 
since  the  conclusions  reached  are  logical  deductions  from  it.  Per- 
haps the  idea  may  be  most  simply  and  clearly  expressed  by  the 
statement  that  with  a  g^ven  unit  of  equipment,  successive  units 
of  business,  i.  e.,  successive  units  of  application  of  labor,  result 
in  more  than  proportionate  return.  We  may,  perhaps,  assume 
that  the  units  of  equipment  are  relatively  large  and  the  unit 
increments  of  business  relatively  small  Up  to  the  point  of  fullest 
utiHzation  of  the  equipment,  each  increment  of  business  yields  a 
larger  return  than  the  preceding.  The  idea  may  be  differently 
stated  so  as  to  throw  the  emphasis  on  another  phase.  In  indus- 
tries of  large  equipment  and  organization,  there  is  obvious  a 
marked  distinction  between  fixed  costs  and  operating  costs.  Cer- 
tain charges,  such  as  interest  on  funded  debt,  salaries  of  executive 
farce,  depreciation  fund,  etc.,  are  relatively  independent  of  the 
amount  of  business  done,  relatively  independent,  that  is,  within 
certain  limits.  There  are  other,  operating  costs  which  maintain  a 
fairly  constant  ratio  to  the  amount  of  business.  When  the  charges 
as  a  whole  are  considered,  it  becomes  evident  that  within  the  limits 
of  existing  equipment  and  organization  capacity,  increased  utili- 
zation of  that  equipment  and  organization  does  not  proportion- 
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ately  incr^e  business  expenses.  The  endeavor  has  been  made 
to  give  the  law  a  general  statement.  Its  application  to  railroads 
need  not,  of  course,  be  enlarged  on. 

The  fact  that  railroads  are  operated  under  a  law  of  increasing 
returns  lies  at  the  basis  of  the  systems  of  rate-making.  Since 
increased  traffic  is  carried  at  proportionately  less  cost  and  there- 
fore yields  proportionately  greater  profit,  it  becomes  worth  wliile 
to  get  this  increased  traffic,  even  if  to  do  so  it  must  be  carried 
at  lower  rates.  The  expense  of  carrying  each  additional  unit  of 
freight  may  be  regarded  from  a  twofold  point  of  view :  we  mayj 
assume  that  each  unit  should  bear  a  proportionate  share  of  the^ 
total  cost  of  operation  and  management;  or  we  may  regard  the 
fixed  costs  as  a  separate  element  to  be  met  somehow,  but  not  to  be 
assessed  on  the  separate  units  of  business  in  any  definite  pro- 
portion. In  the  latter  case,  each  unit  of  traffic  must  bear  the 
special  additional  cost  of  its  own  moving,  the  cost,  that  is, 
which  the  road  is  subjected  above  what  it  would  have  to  meet 
were  that  traffic  refused.  If  anything  more  is  paid,  be  it  ever 
so  little,  the  business  is  regarded  as  desirable. 

We  are  thus  led  to  a  consideration  of  rate-making  as  dependent 
on  the  principles  under  discussion*  It  has  been  seen  that  where 
reduced  rates  of  transportation  will  result  in  increased  traffic, 
such  reduced  rates  will  be  offered,  provided  that  there  remains 
any  surplus  whatever  above  the  special,  additional  cost  of  moving 
this  increased  traffic,  to  apply  on  the  fixed  or  permanent  costs. 
It  has  now  to  be  noted  that  these  reductions  are  not  general  They 
take  place  where  and  whei  increased  traffic  will  result,  and  do 
those  commodities,  increased  transportation  of  which  can  be 
secured  by  means  of  such  reductions.  In  other  words,  these 
reductions  take  place  on  traffic  which  is  responsive,  and  take 
place  according  to  this  responsiveness.  It  has  now  to  be  shown — 
and  this  is  the  principal  theme  of  the  discussion — ^how  the  con- 
ditions under  which  this  responsiveness  of  traffic  affects  rates^l 
vary  according  as  we  have  competition  of  railroads  or  com- 
bination of  railroads.  In  the  one  case,  scientific  rate-making  must  j 
lead  to  one  result;  in  the  other  case,  it  must  lead  to  an  entire!) 
different  result.  It  is  not  tlie  purpose  to  discuss  any  effects  which 
combination  may  have  to  increase  rates  as  a  whole.    It  is  intended 
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here,  only  to  emphasize  the  relation  of  rates  to  each  other, — to 
consider  the  effects  of  competition  versus  cornbi nation :  on  rela- 
tive rates  between  different  places  (towns  or  trade  centers) ;  on 
relative  rates  as  betw^een  different  corporations;  on  the  relation 
of  rates  applied  to  different  commodities. 

In  the  first  place,  there  has  to  be  noted  the  relation  of  freight 
rates  applied  to  different  places,  what  is  commonly  known  as 
place  discrimination  or  discrimination  between  different  towns, 
When  two  or  more  railroads  connect  a  couple  of  trade  centers 
by  different  routes,  each  may  have  a  monopoly  of  the  traffic  to  and 
from  intermediate  points  on  its  own  line*  It  results  that  com- 
petition  for  the  through  traffic  reduces  the  charge  on  such  traffic 
below  that  for  transportation  of  goods  between  intermediate 
points.  This  is  the  effect  of  competition  of  roads.  Reductions 
are  made  on  the  through  traffic  below  that  on  local  traffic,  because 
it  is  the  through  traffic  which  is  responsive.  Attention  needs  to 
be  called  to  the  fact  that  reductions  take  place  here,  not  because 
the  traffic  is  responsive  in  an  absolute  sense,  not,  that  is,  because 
by  such  reductions,  traffic,  as  a  whole,  can  be  increased,  but  only 
because  it  is  relatively  responsive,  responsive  relative  to  that  par- 
ticular road,  because  traffic  is  so  gained  by  that  road  at  the 
expense  of  a  rival  If  the  rival  road  adopts  a  similar  policy,  both 
lose.  So  much  for  the  effects  of  competition  in  inducing  discrinv 
ination  among  different  towns.  Under  a  regime  of  combination, 
conditions  tend  to  be  different.  Here,  charges  are  likely  to  be 
based  on  principles  of  cost  and  value.  If  reductions  are  made  in 
favor  of  traffic  between  any  two  places,  it  will  only  be  because 
such  traffic  is  absolutely  responsive;  it  is  not  because  one  road 
will  gain  traffic  at  the  expense  of  another  that  the  reductions  take 
place,  but  because  the  total  traffic  of  the  district  served  is  thus 
enlarged*  There  is  no  reason  to  believe  that  the  principle  of 
reducing  rates  where  traffic  is  responsive  in  the  absolute  sense, 
results  in  so  great  discrimination  against  local  points  and  in  favor 
of  terminal  points,  as  does  reduction  induced  by  rivalry  of  com- 
peting roads,  and  tlie  consequent  relative  responsiveness  of  traffic 
at  certain  points.  The  reason  why  a  road  subject  to  competition 
on  a  part  of  its  traffic  makes  reductions  on  such  traffic,  is  that 
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there  is  responsiven^s,  while  local  traffic  is  not  correspondingly 
sensitive  to  changes  in  rates.  But  it  is  to  be  noted  that  the  local 
traffic,  as  a  whole,  may  be  fully  as  sensitive  to  reduction^  fully 
as  ready  to  respond  by  an  increase;  it  is  merely  that  it  is  not 
relatively  responsive  since  reduction  can  not  here  take  traffic  from 
another  road,  but  can  only  increase  its  total  amount. 

In  the  second  place,  we  are  concerned  with  relative  rates 
between  different  shipping  corporations.  Here,  too,  the  same 
rule  applies,  namely,  that  reductions  are  made  on  traffic  where, 
and  only  where  it  is  sufficiently  responsive, — ^where  the  reductions 
will  result  in  considerably  increased  transportation.  What  traf- 
fic is  it  which  is  thus  responsive  under  competitive  conditions? 
Is  it  not  the  traffic  offered  by  large  corporations?  It  is  well 
known  that  concessions  have  been  often  forced  by  the  threat  to 
withdraw  this  traffic.  Does  not  the  reason  coincide  with  the  gen- 
eralization advanced?  A  small  reduction  secretly  offered  or  con- 
ceded to  a  large  shipper  may  be  tlie  means  of  transferring  much 
traffic  front  one  road  to  another,  while  a  similar  concession  could 
not  profitably  be  allowed  to  all  shippers.  It  is  allowed  only  where 
the  carriage  of  large  amounts  of  freight  is  dependent  on  it,  only 
where  traffic  is  responsive,  only  (and  this  is  important)  where 
traffic  is  relatively  responsive.  Since  these  special  inducements 
are  conceded,  not  to  increase  traffic  as  a  whole,  but  to  increase  that 
of  one  road  at  the  ocpense  of  another,  to  divert  traffic,  it  follows 
that  combination  of  roads  removes  a  considerable  motive  to  such 
secret  discriminations. 

In  the  third  place,  there  remains  to  be  considered  tlie  applica- 
tion of  the  principles  under  discussion  to  relative  rates  between 
different  commodities.  According  as  there  is  competition  or 
combination  of  roads  will  this  application  tend  to  be  different* 
It  is  taken  for  granted  that  in  apportioning  the  total  costs  of 
transportation  among  the  different  articles  or  units  of  trans- 
portation, each  article  or  unit  amount  shall  bear  tiie  special  addi- 
tional cost  of  its  own  carriage.  To  this  extent,  the  charges  must 
be  apportioned  on  a  cost  basis.  But  the  question  arises,  ijn  what 
basis  shall  be  apportioned  the  fixed  charges.  Shall  the  different 
articles  carried  bear  these  fixed  charges  in  proportion  to  their 
value,  or  in  proportion  to  the  special  additional  cost  of  trans- 
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porting  them  ?  The  Interstate  Commerce  Commission  has  taken 
the  point  of  view  that  in  apportioning  such  charges,  the  value  of 
commodities  should  be  considered  because  of  its  relation  to  the 
value  of  the  sendee.  Says  the  Commission  (vol,  x^  p.  450)  :  "In 
determining  what  the  relation  should  be  between  the  rates  charged 
for  transporting  two  different  freight  articles,  value  is  often 
an  important  factor;  but  this  is  not  alone  because  of  the  greater 
risk  connected  with  the  transportation  of  the  more  valuable  arti- 
cle. Improvements  made  in  recent  years  in  the  road-beds  and 
equipment  of  carriers  have  rendered  the  item  of  risk  in  many 
cases  of  little  consequence.  The  value  of  the  article  is  important, 
principally^  because  of  its  bearing  upon  the  value  to  the  shipper 
of  the  transportation  service;  and  the  value  of  tlie  service  is,  and 
has  always  been  considered  by  carriers,  one  of  the  important  ele- 
ments to  be  considered  when  fixing  the  rates  to  be  charged  for 
transportation/'  Thus,  the  opinion  of  the  Commission  is  con- 
sonant with  railway  practice  in  charging  somewhat  according  to 
the  value  of  the  service,  and  hence  according  to  the  value  of  the 
commodities  carried.  The  reason  for  this  practice  is  that  the 
cost  of  transportation  enters  as  a  lesser  element  into  the  selling 
price  of  the  more  valuable  articles,  and  therefore  such  articles 
can  pay  a  larger  proportion  of  the  fixed  charges  without  tliere 
resuhing  a  diminution  of  consumption  and  an  associated  falling 
off  in  traffic* 

A  slight  difference  in  freight  rates  more  markedly  affects  the 
amount  of  traffic  of  inexpensive  articles  than  it  does  the  traffic 
in  more  valuable  commodities.  The  principle  of  charging  what 
the  traffic  will  bear,  therefore,  causes  reductions  to  go  farther 
in  the  case  of  the  cheaper  articles,  even  though  the  cost  of  carriage 
is  no  less.  In  other  ^vords,  we  have  another  illustration  of  reduc- 
tions in  rates  where  traffic  is  most  responsive,  on  those  commodi- 
ties, traffic  in  which  is  most  stimulated  by  rate-reductions.  We 
have  then  to  consider  tlie  diverse  effects  of  competition  versus 
combination  of  railroads,  in  apportioning  the  fixed  charges 
according  to  the  special  cost  of  transporting  commodities,  or 
according  to  the  value  of  those  commodities.  And  here  it  is  to  be 
noted  that  the  tendency  of  railroad  competition  is  to  make  impos- 
sible the  system  approved  by  the  Interstate  Commerce  Commis- 
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sioHj  of  allcm  ing  the  value  of  the  freight  to  become  an  important 
factor  in  the  fixing  of  the  charge.  If  there  is  competition  between 
two  roads  for  the  traffic  of  any  section,  then  there  is  a  farce  ever 
working  to  apportion  the  fixed  charges  among  the  articles  carried 
on  the  basis  of  the  special  additional  cost  of  carrying  each  article. 
For,  suppose  a  state  of  competition,  unlimited  by  agreement  or  by 
community  of  interest.  Let  one  railroad  company  then  attempt 
to  follow  out  such  an  ideal  system  as  that  favored  by  the  Com- 
mission, compelling  each  article  of  traffic  to  bear  the  special  cost 
of  its  carriage*  but  apportioning  the  fixed  charges  on  the  basis  of 
value  of  goods  carried.  It  would  then  be  true  that  the  valuable 
traffic,  paying  more  of  the  fixed  charges  and  more  of  the  profits, 
would  be  the  more  desirable  trafiic.  A  rival  road  would  find  it 
advantageous  to  cut  under  these  rates,  with  the  purpose  of  secur- 
ing the  transportation  of  the  more  valuable  commodities.  Tlie 
company  which  had  attempted  to  base  its  charges  on  the  element 
of  value,  would  then  find  itself  with  only  the  traffic  in  the 
cheaper  commodities  remaining  to  it,  the  traffic  which  paid  a  less 
proportionate  share  of  the  fixed  costs*  Obviously,  such  con- 
siderations must  compel  competing  roads  to  base  their  freight 
rates  on  the  principle  of  costs  rather  than  on  that  of  value.  The 
ruling  force  is  the  responsiveness  of  traffic,  and  it  is  its  relative^ 
not  its  absolute  responsiveness,  that  determines  the  fixing  of  rates 
on  a  cost  basis*  Rates  are  reduced  to  a  principle  of  cost  in  the  case 
of  valuable  articles  because  traffic  in  such  articles  is  relatively 
(i,  e.,  to  any  one  of  a  group  of  competing  roads)  responsive  to 
such  reductions.  Given,  on  the  other  hand^  combination  of 
roads,  and  it  becomes  possible,  in  general,  to  apportion  the  mtes 
more  or  less  on  a  value  basis. 

There  will  be  frequent  deviations  from  this  rule  in  the  case  of 
certain  articles.  There  will  be  articles  tlie  traffic  in  which  can  be 
increased  by  rate  reductions  so  that  the  total  contribution  of 
these  articles  to  tite  fixed  charges  becomes  greater,  while  the  con^ 
tribution  of  each  ton  carried  becomes  less  than  the  contribution 
of  an  equal  traffic  in  other  commodities.  In  all  such  cases,  since 
railroads  are  operated  under  the  law  of  increasing  returns,  the 
reductions  will  take  place.  The  reductions  will  take  place,  how- 
ever, because  traffic  is  sensitive  to  such  reductions,  because  it  is 
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re^onsive.  With  competing  roads^  the  reductions  take  place 
where  the  traffic  is  relatively  responsive,  i.  e.,  where  one  road  by 
rale  reductions  increases,  to  be  sure,  its  traffic,  but  at  the  expense 
of  the  other  roads.  In  the  absence  of  competition,  the  reductions 
take  place  on  those  articles  the  transportation  of  which  can  be 
absolutely  increased:  they  take  place  to  create  traffic  rather  than 
to  divert  it  They,  therefore,  take  place  on  traffic  which  is 
r^ponsive  in  the  absolute  sense.  It  may  seem  to  be  socially 
desirable  that  rates  should  be  reduced  where  traffic  is  absolutely 
responsive,  rather  than  where  it  is  relatively  responsive.  In  the 
former  case,  reductions  actually  increase  intercourse  and  the 
interchange  of  commodities.  That  is,  in  fact,  their  puq>ose*  In 
the  latter  case,  whatever  their  incidental  results,  their  purpose 
is  to  increase  the  business  of  one  road  at  the  expense  of  another, 
to  divert  instead  of  to  create.  But  our  concern  now  is  with  the 
tendency  rather  than  with  the  social  effects  of  that  tendency.  And 
the  conclusion  to  be  reached,  therefore,  is  simply  this :  that  with 
competing  roads,  cost  of  transportation  plays  a  large  part  and 
^'alue  of  commodity  a  small  part  in  fixing  the  rate  charged,  while 
with  non-competing  roads  there  is  nothing  to  prevent  the  value 
of  the  article  from  assuming  a  relatively  important  place  in  the 
determination  of  the  charge.  In  the  one  case  rates  are  lowered 
on  those  articles  the  traffic  in  which  is  relatively  responsive.  In 
the  other  case,  they  are  lowered  on  those  articles  the  tmffic  in 
which  is  absolutely  responsive. 

The  tendencies  of  competition  and  of  combination  to  affect 
diversely  the  basis  of  rate-charges  whether  among  different  towns, 
among  different  corporations,  or  among  different  commodities, 
are  now  reduced  to  a  single  generalization,  the  generalization 
that  rate  reductions  will  take  place  where  traffic  is  sufficiently 
responsive  to  such  reductions,  and  only  where  it  is  sufficiently 
r^ponsive.  The  degree  of  responsiveness  necessaiy  to  cause  a 
lowering  of  charges  in  any  case,  will  depend  on  the  rapidity  with 
m^hich  the  returns  increase  with  increasing  traffic  in  that  case. 
But  the  point  which  it  is  desired  to  emphasize  is  that  with  com- 
peting roads  it  is  primarily  relative  responsiveness,  and  with 
non-competing  roads  it  is  only  absolute  responsiveness  that  deter- 
mines these  reductions,    This,  largely,  is  why  competition  causes 
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discrimination  in  favor  of  some  cities  and  adverse  to  others;  this 
is,  to  a  great  extent,  the  reason  for  discrimination  among  differ- 
ent corporations  in  favor  of  the  large,  the  powerful,  the  sharp, 
and  adverse  to  the  others;  this  accounts  for  the  forced  emphasis 
(whether  desirable  or  undesirable)  on  cost  of  service  as  opposed 
to  value  of  commodities. 

It  is  possible  that  the  conclusions  arrived  at  may  phrase  the 
reconciling  truth  in  two  opposite  points  of  view.  On  the  one 
hand  are  those  who  believe  that  rates  should  be  based  exclusively 
on  cost,  that  distance,  for  example,  should  be  largely  considered 
in  fixing  them.  On  the  other  hand  are  those,  like  Prof.  Hugo  R. 
Meyer,  who  support  the  principle  of  charging  what  the  traffic 
will  bear,  justifying  discriminations  between  different  places, 
special  reductions  on  particular  articles,  etc.,  by  the  increase  of 
traffic  thus  secured.  The  conclusion,  perhaps,  should  be  that 
these  discriminating  reductions  are  socially  desirable  when  traffic, 
as  a  whole,  is  thus  increased,  when  intercourse  is  really  furthered; 
they  are  socially  undesirable  when  traffic  is  merely  diverted,  when 
one  road  gains  only  at  the  expense  of  another,  and  one  district 
or  business  at  the  expense  of  another.  Such  reductions  are 
desirable  when  they  result  from  the  absolute  responsiveness  of 
the  traffic  in  question;  they  are  undesirable  when  they  result  from 
its  relative  responsiveness. 

A  word,  in  closing,  regarding  the  subject  matter  of  this  article. 
It  has  not  been  attempted  to  discuss  absolute  rates,  to  raise  the 
question  whether  combination  tends  to  raise  rates  as  a  whole  or 
to  lower  them.  The  discussion  has  been  directed  solely  to  rela- 
tive rates,  to  the  proportions  among  the  charges  applied  to  differ- 
ent places,  different  corporations  and  different  commodities. 
Confining  consideration  to  this  phase  of  the  subject,  we  have 
found  that  a  variety  of  the  phenomena  of  rate-making  are  reduci- 
ble to  a  single  generalization,  itself  dependent  on  the  fact  that 
railroads  are  operated  under  the  law  of  increasing  returns. 

Harry  G.  Brown. 

Yale  University. 
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The  Postal  Commission's  Report,  Under  an  act  of  Cong^ress, 
approved  June  ^.  1906,  a  joint  Postal  Commission  to  consist  of 
three  Senators  and  three  Representatives  was  appointed  to  inquire 
into  and  report  to  Congress  its  conclusions  on  the  eflFect  of  existing 
laws  relative  to  mail  matter  of  the  second  class— the  periodicals  of 
the  coiuiLry. 

The  reasons  for  bringing  tiiis  Commission  into  existence  were, 
generally  speaking,  two  in  number: 

First:  undue,  rapid,  and  wasteful  expansion  of  this  class  of  mail 
since  the  enactment  of  the  statute  establishing  a  very  low  pound- rate 
of  postage  for  it. 

Second:  difficulties  of  an  administrative  nature,  almost  insuper- 
able in  character,  in  dealing  with  it. 

The  Commission  met  first  at  the  Holland  House,  New  York,  in 
October  last,  and  later  in  Washington,  and  directed  its  inquiries  to 
determining : 

(1)  Whether  the  revenue  from  second-nclass  mail  should  not  be 
made  sufficient  to  cover  the  actual  cost  of  the  service  rendered. 

(2)  H  that  were  not  done,  what  limitations  should  be  placed  upon 
its  production. 

{3)  What  amendments  of  existing  law  might  be  needed  to  give 
effect  to  such  changes  as  were  deemed  advisable. 

As  it  was  impracticable  for  the  Commission  to  grant  a  hearing 
to  any  very  great  part  of  the  large  number  of  publishers  enjoying 
second-class  privileges,  a  plan  was  outlined  by  which  duly  appointed 
representatives  of  the  various  classes  might  appear  in  the  interests 
of  their  respective  organizations.  Official  statements  of  the  attitude 
of  the  Post-Office  Department  in  the  matter  were  also  made  by  the 
postmaster-general  and  two  of  his  assistants.  Representatives  of 
several  business  organizations,  and  individuals  not  connected  with 
publishing  affairs  also  appeared  before  the  Commission.  The  report 
of  this  Commission  was  made  to  Congress,  and  on  January  28,  1907, 
was  ordered  printed. 

In  the  act  which  contained  the  appointment  of  the  Commission 
referred  to  above  (the  Appropriation  Act  for  the  Post-Office  Depart- 
ment for  the  year  ending  July  r»  1907),  and  included  for  a  similar 
purpose,  was  a  paragraph  requiring  the  postmaster-general  to  cause 
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a  record  to  be  kept  for  six  months  from  July  i,  1906,  to  December 
31,  inclusive,  of  second-class  mail  received  for  distribution  either 
free  or  at  the  one-cent-a-pound  rate.  This  record  was  to  show 
not  only  the.  total  weight  of  this  matter  in  pounds,  but  also  weights 
by  sub-classes  showing  character,  as  agricultural,  scientific,  educa- 
tional, religious,  magazines,  trade  journals,  miscellaneous,  etc. 
It  was  also  to  be  classified  under  the  heads  of  dailies,  weeklies, 
monthlies,  and  quarterlies ;  a  distinction  was  also  to  be  made  between 
paid  and  sample  copies.  Finally  an  estimate  was  to  be  made  as  to 
the  average  length  of  haul  of  each  class.  The  report  of  weighings 
of  second-class  matter  was  made  to  Congress  by  the  postmaster- 
general  on  February  i,  1907,  in  which  report  it  was  found  that  the 
average  length  of  hauls  of  the  daily  papers  was  not  much  more  than 
one-quarter  the  average  length  of  haul  of  the  magazines. 

The  report  of  the  Postal  Commission  was  a  pamphlet  of  some 
sixty  odd  pages,  which  briefly  summarized  the  testimony  and  some 
of  the  lines  of  argument  that  had  been  presented  before  it  by  the 
various  interests  referred  to  above,  by  officials  from  the  Post-Office 
Department,  and  by  representatives  of  the  publishers  and  of  various 
business  organizations. 

The  report  presented  at  some  length  the  views  of  the  Commis- 
sion— that  cardinal  defects  exist  in  the  present  system  of  charges 
for  second-class  matter. 

First:  "The  difference  between  the  second  class  and  the  next 
higher,  the  third  class,  is  too  great;  in  other  words,  the  second 
is  relatively  too  low." 

Second :  "Wholly  dissimilar  services  are  performed  for  the  same 
rate." 

Third :  "Substantially  similar  services  are  charged  for  at  different 
rates." 

Fourth :  The  second  class  is  probably  too  low,  speaking  absolutely 
rather  than  relatively. 

Fifth:  "The  fact  that  the  next  higher  rate,  that  for  printed 
matter,  is  800  per  cent,  greater,  creates  an  almost  irresistible  tempta- 
tion to  give  to  all  printed  matter  the  periodical  form  for  the  bald 
purpose  of  accomplishing  its  distribution  at  the  cent-a-pound  rate." 

Therefore,  in  view  of  these  contentions,  the  Commission  made 
recommendations  under  two  captions : 

( 1 )  For  immediate  action,  to  check  the  growth  of  existing  abuses. 

(2)  For  further  investigation,  that  more  radical  and  far-reaching 
changes  may  be  made  and  made  intelligently,  so  that  this  great 
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business  enterprisep  involving  an  expenditure  of  about  two  hundred 
million  dollars  a  year,  may  be  placed  on  a  more  scientific  business 
basis. 

Previous  to  1875,  postage  on  periodicals  was  paid  by  the  recipient 
at  the  office  of  delivery  in  quarterly  installments,  small  in  amount, 
and  hence  difficult  to  keep  track  of.  Then  an  act  was  passed  requir- 
ing the  postage  to  be  paid  in  advance  by  tlie  publisher.  The  rate 
at  first  adopted  was  three  cents  for  magazines,  and  two  cents  for 
daily  papers.  This  was  later  reduced  to  two  cents  for  all,  and  still 
later,  to  the  present  tariff  of  one  cent  per  pound.  The  rate  was  so 
low  that  it  proved  an  unexpected  and  marvelously  powerful  stimulus 
to  the  over*production  of  this  class  of  mail  The  total  volume  of 
the  second  class  in  1875  was  only  40  million  pounds,  but  by  1906 
it  had  reached  708  million  pounds.  If  it  is  claimed  that  this  growth 
is  due  to  national  development,  answers  both  numerous  and  forceful 
are  easily  to  be  found.  One  is,  that  since  1790  tlie  population  of 
the  country  has  increased  only  twenty- fold,  but  the  business  of  the 
post-office  has  multiplied  twenty-four  hundred  fold.  Thus  is 
explained  the  fifth  contention  referred  to  before,  namely,  that  the 
mailing  rate  for  ordinary  printed  matter  be  big  eight  times  as  great, 
a  very  insistent  temptation  is  constantly  causing  immense  quantities 
of  printed  matter  to  be  put  in  the  periodical  form  in  spite  of  the 
fact  that  that  form  is  not  a  necessary  concomitant  of  its  production, 
and  is  adopted  solely  because  it  diminishes  the  rate.  This  abnormal 
difference  is  found  to  exist  only  in  the  United  States  and  Canada. 
In  other  countries,  it  may  be  stated  in  a  general  way,  the  rate  for 
magazines  is  the  same  as  it  is  for  books.  In  England,  e.  g.,  it  is  four 
pence  to  the  pound  (8^),  which  is  the  same  as  our  own  book  rate* 
Newspapers,  rigidly  restricted,  however,  by  statutory  limitations 
to  the  true  disseminators  of  information  about  current  events,  pay, 
no  matter  how  light  the  weight,  a  single  copy  rate  of  a  half-penny, 
equal  to  one  cent.  The  only  way  in  which  the  publisher  can  avoid 
this  rate  is  by  combining  enough  copies  to  make  a  pound  or  more 
and  sending  them  through  the  Parcels  Post  to  one  addressee,  the 
rate  then  being  the  same  as  for  parcels  of  other  merchandise. 

The  Postal  Commission  in  its  suggestions  for  immediate  action 
recommended  many  amendments  of  the  statutes  relating  to  second- 
class  matter.  Some  of  the  more  important  of  these  were  that 
publications  must  have  title  and  date  on  every  page,  must  be  issued 
for  the  dissemination  of  current  information,  must  not  consist  mainly 
of  fiction,  must  not  contain  more  than  50^^  of  advertising  matter. 
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nor  be  permitted  to  send  out  free  sample  copies  to  an  extent  greater 
than  io%  of  the  paid- for  subscription  list;  that  no  reduction  from 
the  published  price  should  be  made  by  rebates  or  premiums,  that  all 
publications  must  be  registered,  and  such  registration  must  be 
accompanied  by  a  fee>  and  a  small  fee  should  be  yearly  paid  also. 
An  advance  in  rates  was  also  recommended,  though  very  slight 
in  amount. 

But  Macaulay  once  said  that  if  the  law  of  universal  grazntatian 
had  a  pecuniary  interest  arrayed  against  it,  it  would  still  be  disputed, 
and  the  pecuniary  interests  arrayed  against  the  reform  of  the  postal 
laws  are  so  powerful  that,  when  the  report  of  tlie  Commission 
appeared,  although  it  contained  only  remedies  of  the  mildest  sort, 
yet  such  a  flood  of  protests  poured  into  Washington  that  its  recom- 
mendations, under  the  first  head,  viz.:  for  immediate  action^  were 
precipitately  withdrawn,  and  the  Postal  Bill  as  passed  by  Congress 
shows  no  trace  of  these  suggestions. 

As  to  the  recommendations  of  the  Postal  Commission  for  further 
action,  what  has  happened  ? 

The  newly  enacted  Postal  Appropriations  Bill  for  the  year  from 
July  I,  1907,  to  1908,  carries  provisos  for  the  appointment  of  a 
further  joint  Commission  to  consist  of  three  Senators  and  three 
Representatives  whose  duty  it  shall  be  to  make  a  more  extended  and 
thorough  examination  of  the  entire  service  in  all  of  its  departments 
with  a  view  to  gaining  more  exact  infonnation  than  now  exists  as 
to  the  expense  of  carrying  on  the  service,  and  as  to  the  true  costs 
of  doing  the  work  of  distribution  for  each  of  the  various  classes* 
To  this  end  the  bill  provided  for  (urther  weighings  of  the  various 
classes,  not  alone  the  second,  but  first,  third,  and  fourth  as  well; 
this  for  a  period  of  six  months  from  July  ist  next  For  seven  days, 
too,  a  record  is  to  be  kept  by  count  as  well  as  by  weight  of  the 
number  of  pieces  of  each  class  and  sub-class.  Franked  and  penalty 
matter  and  equipment  weights  are  also  to  be  carefully  estimated. 
It  is  a  fair  assumption,  by  the  way,  that  the  number  of  free  sample 
copies  placed  in  the  mail  during  that  six  months  will  be  as  conspicu- 
ously a  minimum  as  it  was  during  the  similar  period  last  year.  The 
previous  Commission  in  its  report  showed  ability  to  disentangle 
misleading  and  specious  arguments,  and  it  is  a  fair  presumption 
that  at  least  a  part  of  its  excessive  caution  was  doe  to  the  fact 
that  it  needed  more  definite  knowledge  than  it  possessed.  From  the 
new  weighing  bill,  let  us  hope  that  a  most  valuable  set  of  statistics 
may  be  compiled  for  the  use  of  all  interests  involved. 
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When  these  are  once  in  hand,  careful  study  will  be  given  them  in 
many  quarters,  and  good  must  result. 

"Fortune  leaves  always  some  door  open  to  come  at  a  remedy," 
and  there  is  need,  serious  need,  for  our  coimtry  to  be  relieved  of  the 
wasteful  burden  of  annually  producing  and  distributing  an  amount 
of  periodical  literature  that  is  one  and  one-half  times  greater  than 
the  aggregate  produced  in  all  other  civilized  nations  of  the  entire 
globe,  while  at  the  same  time  we  have  as  a  nation  sunk  so  low, 
intellectually,  that  even  Russia  surpasses  us  in  the  number  of  new 
books  and  pamphlets  published  per  million  inhabitants  per  annum. 

Charles  William  Burrows. 
Qevdand,  Ohio. 
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The  Cost  of  Competition.  An  Effort  at  the  Understanding  of 
Familiar  Facts.  By  Sidney  A*  Reeve.  New  York:  McClure, 
Phillips  &  Co,,  1906 — 8vo,  pp*  xix  +  617. 

By  the  Cost  of  Competition  Mr.  Reeve  means  the  same  as  would 
be  signified  by  the  Cost  of  Business  Enterprise;  and  cost  means 
primarily  waste  of  goods  and  work,  but  secondarily,  also,  the  evil 
consequences  of  the  regime  of  business  in  the  way  of  hardship  and 
moral,  aesthetic,  and  intellectual  corruption.  There  is  relatively 
little  in  the  presentation  which  is  not  in  substance  more  or  less 
familiar  to  economic  students,  although  the  whole  is  put  in  a  more 
than  commonly  cogent  and  forceful  way,  and  the  analysis  is  more 
detailed  and  consistent  than  any  that  has,  perhaps,  ever  before  been 
given  to  the  same  topic,  Mr.  Reeve's  apprehension  of  the  facts 
with  which  he  deals  is  not  substantially  different  from  views  held 
more  loosely  by  many  of  the  younger  generation  of  economists, 
though  it  stands  out  in  sheer  contrast  with  the  views  of  business 
traffic  current  among  the  older  generation  of  economists,  particu- 
larly among  those  older  economists  who  adhere  to  the  scheme  of  the 
classical  political  economy.  It  is  not  tliat  the  economists  of  the 
schools  are  not  aware  of  the  range  of  facts  with  which  the  volume 
deals,  nor  is  it  that  they  are  not  aware  of  the  general  run  of  forces 
and  effects  that  occupies  Mr<  Reeve's  attention,  but  other  things 
axe  felt  to  be  of  graver  importance  for  economic  theory*  Econ- 
omists currently  find  themselves  less  vitally  interested  in  these  facts 
of  everyday  traffic  and  growth  and  change,  than  in  academic 
research  into  the  hidden  nature  of  things.  It  is  not  that  economists 
are  unable  to  see  or  even  perhaps  to  appreciate  the  stupendous  sweep 
of  events  in  the  modern  market-place,  nor  even  that  they  are  averse 
to  a  consideration  of  the  achievements  of  modem  '* capitalism/' 
which  Mr.  Reeve  makes  so  much  of;  but  there  is  fett  to  be  more 
weight  for  the  science  in  the  questions  as  to  whether  capital  is  to 
be  conceived  as  a  fund  or  as  a  flow,  whether  normal  credit  affects 
prices,  whether  rent  is  of  the  nature  of  interest  or  interest  of  the 
nature  of  rent,  whether  value  is  determined  by  marginal  utility  or 
by  mai^inal  disutility,  etc.  The  present  volume,  therefore,  is 
more  novel  in  appearance  than  unfamiliar  in  substance. 
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Indeed^  Mr,  Reeve  is  apparenUy  no  more  acquainted  with  current 
economic  discussion  than  current  economic  discussion  is  with  Mr* 
Reeve's  subject  matter.  So,  at  least,  one  would  infer  from  his  non- 
conformity in  the  use  of  terms,  as  well  as  from  the  outline  of  eco- 
nomic theory  with  which  the  volume  opens.  For  the  fundamental 
principles,  as  expounded  in  the  first  230  pages,  Mr.  Reeve  avows 
his  indebtedness  to  Henry  George,  and  shows  a  degree  of  relation- 
ship to  the  physiocratic  school  that  might  even  be  called  affiliation. 
Like  them,  he  postulates  a  providential  design,  whereby  the  natural 
universe  is  conceived  to  work  toward  the  fulness  of  human  Hfe, 
He  defines  "value*'  as  **the  potentiality  of  a  thing  for  the  support 
of  human  Hfe  and  growth*'  (p,  16),  reminding  one  of  Adam  Smith's 
*' value  in  use",  and  gives  the  name  *  Valuation'*  to  what  is  commonly 
covered  by  the  term  'Value/*  "Exchange"  in  Mr.  Reeve's  usage 
means  a  transfer  of  goods  from  hand  to  hand,  whereas  what  is 
currently  covered  by  the  term  **exchange''  is  here  technically  desig- 
nated by  the  term  **barter".  There  are  a  few  more  of  these  appar- 
ently gratuitous  violations  of  usage,  which  have  no  visible  justifi- 
cation. Indeed,  they  can  only  be  a  stumbling-block  to  any  cursory 
reader  without  serving  any  useful  purpose  for  a  more  attentive 
student. 

The  point  of  departure  for  the  main  argument  is  a  distinction 
drawn  between  **productive"  and  ''competitive"  activity.  This  dis* 
tinction  is  the  same  as  has  elsewhere  been  made  between  industry 
and  business.  Industry,  productive  activity,  is  the  source  of  all 
wealth,  whereas  competitive  business  simply  dissipates  wealth,  in  so 
far  as  it  is  competitive.  Occupations  are  classified  under  four 
heads  (pp,  243-4),  according  as  they  are  "entirely  competitive", 
"chiefly  competitive,  but  partly  productive",  "productive  by  nature, 
but  contributive  to  competition",  or  "entirely  productive**.  In  the 
degree  in  which  they  are  competitive  their  effect  is  ^'dissipation".  In 
the  chapter  on  "The  Growth  of  Dissipation",  Mr,  Reeve  finds, 
by  an  analysis  of  statistics,  that  during  the  last  half  of  the 
nineteenth  century  the  dissipation  (loss)  due  to  competitive 
business  rose  from  about  fifty  per  cent,  of  the  total  annual] 
product  in  1850  to  about  seventy  per  cent,  in  1900,  This  con- 
elusion  is  reached  by  comparing  the  incomes  of  the  productive 
and  the  competitive  classes  at  each  of  the  two  dates  chosen.  There 
need  probably  be  no  serious  question  as  to  the  substantial  accuracy 
of  Mn  Reeves  figures  in  this  connection.  It  is,  indeed,  highly 
probable  on  the  face  of  tfiings  that  in  the  distribution  of  the  product 
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at  least  seventy  per  cent,  to-day  goes  to  those  who  are  occupied  with 
competitive  business,  leaving  not  more  than  thirty  per  cent  of  the 
whole  as  the  remuneration  of  productive  effort,  taking  the  word 
"productive''  in  its  most  liberal  sense.  It  seems  even  possible  to 
generalize  a  step  beyond  Mr,  Reeve's  position,  and  say  that  under 
any  free  and  consistent  business  regime  the  share  of  competitive 
business,  as  contrasted  with  productive  industr>%  must  grow  at  such 
a  rate  as  to  take  up  any  amount  by  which  the  total  product  exceeds 
the  minimum  necessary  to  induce  the  productive  classes  to  go  on 
with  the  work. 

But  while  few  critics  who  appreciate  the  rim  of  facts  with  which 
Mr.  Reeve  deals  would  question  the  legitimacy  of  his  conclusions 
as  regards  the  distribution  of  income,  yet  the  question  is  likely  to 
be  raised  whether  the  distribution  of  a  given  share  of  income  to  the 
competitive  classes  means  the  dissipation  of  that  share  of  income 
by  these  classes.  Mr.  Reeve  holds  (p.  255)  that  under  the  com- 
petitive regime  ''the  wealth  actually  lost  to  the  community  by  dissi- 
pation is  measured  by"  the  income  which  goes  to  the  competitive 
classes,  the  business  men*  But  the  old-fashioned  objection  here 
arises,  that  the  business  men  do  not  dissipate  the  greater  part  of 
their  incomes,  but  turn  it  to  productive  use  as  capital :  whereby  the 
community  gains  in  increased  future  productivity  all  and  more  than 
it  loses  in  yielding  this  income  to  the  business  men.  The  business 
men  save  and  invest,  and  the  community  gets  the  benefit  of  the 
increased  production  due  to  the  increase  of  capital. 

A  further  consideration,  however,  not  taken  account  of  by  the 
old-fashioned  critics,  will  leave  the  point  in  doubt.  While  Mr,  Reeve 
might  well  concede  that  the  saving  and  reinvestment  of  income  by 
the  business  men  heightens  the  industrial  efficiency  of  the  com- 
munity, and  so  increases  the  total  output,  the  resulting  increased 
investment  on  their  part  gives  them  a  valid  claim  to  a  correspond- 
ingly increased  share  of  the  total  output  and  leaves  the  rest  of  the 
communit>*  about  as  well  off  as  they  would  be  without  such  increased 
investment  The  total  output  is  increased,  but  the  increment  goes  to 
the  investing  business  men.  As  regards  the  fortunes  of  the  produc- 
tive classes,  therefore,  the  direct  and  immediate  effect  of  such 
saving  and  investment  is  substantially  the  same  as  if  the  business 
men  in  question  had  dissipated  their  share  of  the  total  income. 

Such  is  the  drift  of  the  main  argument,  the  merits  of  which  will, 
no  doubt,  be  rated  very  differently  by  different  critics.  Whatever 
the  merits  of  the  volume  may  be  conceived  to  be,  it  is  at  least  a 
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painstaking,  fearless,  and  ingenious  examination  of  the  current 
economic  situation.  Yet  mention  is  to  be  made  of  certain  less  com- 
mendable featitres  of  the  book*  The  diction  is  lucid  and  cogent, 
but  it  is  somewhat  marred  by  recurrent  outbursts  of  indignation, 
and  there  are  long  passages  that  would  more  fittingly  find  a  place 
in  a  volume  of  sermons  than  in  an  economic  treatise.  Such  pas- 
sages are  more  frequent  in  the  second  (concluding)  part  of  the 
volimie,  on  **The  Ethical  Cost  of  Competition  and  the  Future". 
Indeed,  the  bulk  of  the  second  part  (pp,  347-607)  is  of  this  charac- 
ter. There  are,  also,  occasional  slips  of  logic,  as  where  Mr.  Reeve 
(p,  150)  formulates  his  law  of  **The  Conservation  of  Economic 
Energy''  in  the  proposition  that  "The  aggregate  value  [in  use] 
currently  produced  in  a  community  is  equal  to  the  aggregate  valu- 
ation [price]  currently  distributed  throughout  its  membership/' 
He  has  previously  shown  {pp.  9-15,  149-150)  that  *  Value"  and 
''valuation"  are  incommensurable. 

But  the  greatest  shortcoming  of  the  argument  is  probably  its 
failure  to  take  any  adequate  account  of  the  elaborately  wasteful  con- 
sumption of  wealth  that  is  inseparable  from  the  regime  of  competi- 
tive business.  Wealth  is  acquired  competitively  in  order  to  be  con- 
sumed competitively, — that  is  to  say,  in  order  to  be  wasted  competi- 
tively* Due  attention  to  this  side  of  competition  would  have 
strengthened  Mn  Reeve's  position,  both  as  regards  the  wastefulness 
of  the  current  regime,  and  as  regards  his  optimistic  appreciation  of 
a  conceivable  non-competitive  future. 

THORSTEIN  VEBLEN, 

Stanford  University. 

Modern  Social  Conditions,  By  William  B.  Bailey,  Assistant  Pro- 
fessor of  PoHtical  Economy  in  Yale  University.  New  York: 
The  Century  Company,  1906— pp.  377. 

As  is  suggested  in  the  preface,  this  is  an  attempt  to  bring  down 
to  date  Mayo-Smith's  excellent  ^'Statistics  and  Sociology."  For 
this  there  was  a  real  demand,  as  the  data  of  Mayo-Smith*s  book 
have  become  so  antiquated  as  to  render  the  w^ork  unsuitable  for  fur- 
ther use  as  a  college  text. 

Professor  Bailey  has  abundantly  supplied  later  data.  He  has  also 
wisely  discarded  Mayo-Smith  *s  cumbersome  and  formal  method  of 
treatment,  and  for  his  unsatisfactory-  introductory  chapters  sobsti- 
tuted  a  good  elementary  account  of  the  history  and  theory  of 
statistics. 
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The  title  given  by  Professor  Bailey  to  his  treatise  is,  however, 
a  misnomer.  The  headings  of  his  chapters  are  "Sex,  Age,  and  Con- 
jugal Condition/'  "Births, '  "Marriage/'  ^'Deaths/'  and  *The  Growth 
of  Population/'  For  these  subjects  '* Vital  Statistics"  would  appear 
to  be  a  more  accurate  designation,  as  is  indicated  by  the  sub-title, 
and  in  the  preface,  where  the  work  is  said  to  be  concerned  with 
"the  structure  and  growth  of  population/'  If  it  was  intended  to 
study  social  conditions  as  indexed  by  vital  phenomena,  it  would  seem 
that  social  conditions  should  have  been  more  clearly  defined  through- 
out the  book,  and  more  accurately  correlated  with  birth,  marriage 
and  death  rates. 

The  book  is  not  a  discussion  of  niodem  social  conditions.  The 
title  is  unfortunate  in  another  respect  in  that  the  author  does  not 
include,  as  does  Mayo- Smith,  any  discussion  of  social  phenomena 
as  distinct  from  vital  phenomena.  There  are  no  chapters  upon  crime, 
pauperism  and  illiteracy,  to  mention  no  other  subjects  one  naturally 
expects  to  find. 

So  much  labor  has  gone  into  the  book,  and  it  contains  so  much 
that  is  useful  to  the  student,  that  it  appears  ungrateful  to  be  com- 
pelled to  pass  an  unfavorable  judgment  upon  it  as  a  serious  contri- 
bution to  the  subject  of  social  statistics,  either  as  a  scientific  treatise, 
or  as  a  text  for  college  use*  For  a  scientific  study  its  command  of 
data  is  insufficient,  and  the  use  of  the  data  afforded  uncriticaK  Pri- 
mary sources  are  chosen  seemingly  haphazard,  and  there  is  entire 
neglect  of  the  work  of  Karl  Pearson  and  his  school,  of  Westergaard's 
great  "Morbiditat  und  Mortalitat/*  and  of  the  most  recent  German 
and  French  studies  in  this  field. 

Asa  text  for  students,  its  most  serious  fault  is  the  constant  resort 
to  an  off-hand,  ready-made  explanation  of  every  conceivable  situ- 
ation. Comments  are  too  facile  and  correlations  too  readily  assumed. 
Ex  catliedra  and  unfortified  statements  arc  so  numerous  that  one  is 
constantly  saying,  "How  do  you  know?"  **It  does  not  follow." 
"That  is  not  proven/*  Certainly  a  large  part  of  the  utility  of  statis- 
tical studies  for  a  college  student  is  to  inculcate  the  habit  of  great 
care  in  the  use  of  figures,  and  in  the  derivation  of  statements , 
therefrom. 

A  few  sentences,  picked  almost  at  random,  may  illustrate  this 
tendency-  Upon  page  9  occurs  the  following:  '*The  impulse  to 
steal  is  much  stronger  in  a  community  where  it  is  difficult  for  a 
large  portion  of  the  population  to  procure  the  means  of  subsistence^ 
than  where  the  comfort  of  the  masses  is  greater/*    This  sounds 
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reasonable  enough  but  is  statisttcal!y  left  without  proof,  and  may  be 
statistically  demonstrated  to  be  false,  since  many  impoverished  States 
and  populations  have  a  low  frequency  of  crimes  against  property. 
Upon  the  next  page,  the  connection  between  the  author's  thought 
and  the  suddenly  introduced  reference  to  the  public  school  system 
IS  left  entirety  obscure.  The  style  of  the  book  is  loose  in  the  extreme- 
What  is  meant  by  "Group  action**  ?  Ordinarily,  it  means  the  action 
of  men  in  groups,  but  Professor  Bailey  appears  to  mean  merely  the 
regularities  sometimes  (not  always,  as  is  assumed)  observed  among 
large  numbers,  though  both  meanitigs  are  occasionally  confused,  as 
on  page  12. 

At  times  a  proposition  is  introduced  prematurely,  as  that  relating 
to  age  classification  on  page  25,  which  is  unintelligible  until  explained 
four  pages  later ;  so  with  birth  rates  upon  pages  95  and  97,  His 
discussion  of  the  Median,  page  40,  would  have  greatly  gained  in 
clearness  if  the  diagram  had  been  reproduced.  Indeed,  it  is  greatly 
to  be  regretted  that  no  use  is  made  of  the  graphic  method  in  illus- 
tration of  the  text.  For  class-room  use  this  would  have  meant  a 
great  gain  in  effectiveness. 

The  attempts  at  humor  are  objectionable,  as  on  pages  42  and  64^ 
and  it  is  somewhat  presuming  to  advise  the  heads  of  "great  depart- 
ments*' as  to  how  ikifij  should  construct  their  reports,  as  is  done  upon 
the  latter  page. 

Upon  pages  69  and  73  there  are  several  errors  of  an  ethnological 
kind,  and  tliis  from  page  186  is  unfounded:  'The  more  rapid  devel- 
opment of  the  women  in  New  South  Wales  (as  contrasted  with 
Victoria)  is  probably  due  to  the  warmer  climate/'  Why  should  the 
discussion  of  the  voting  age  be  dismissed  with  a  couple  of  para- 
graphs under  the  heading  of  ''Scliool  Age"?  It  is  certainly  untrue 
to  American  social  conditions  to  say  that  '*Q>njugal  condition  is, 
in  part,  the  result  of  choice/'  page  86,  or  to  French  conditions  to 
make  the  general  statement,  page  95 1  **If  the  country  is  prosperous 
and  tile  conditions  of  existence  easy,  the  births  will  generally  prove 
sufficient  to  provide  a  slow  yearly  increase.**  Only  a  born  humorist 
could  say,  page  105 :  'The  fecundity  of  the  foreign-born  mothers 
is  undoubtedly  greater  than  that  of  the  native,  and  to  this  must  be 
attributed,  in  part,  tlie  higher  birth  rate  among  the  foreign," 
.  The  statements  in  regard  to  city  birth  rates  upon  pages  105  and 
109  are  contradictory,  and  the  discussion  of  this  whole  subject  is 
unsatisfactory.  The  treatment  of  the  French  birth  rate  is  super- 
ficial^ and  that  of  the  birth  rates  among  the  poor  (a  question  at  the 
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very  heart  of  "Modem  Social  Q>n(iitions")>  worthless.  "Beneficent 
provision"  and  "Harmony  of  Nature"  are  terms  to  be  avoided,  while 
"misfortune"  is  not  the  appropriate  term  to  describe  the  giving  birth 
to  an  illegitimate  child. 

In  the  treatment  of  recent  improvement  in  death  rates  the  avail- 
able material  is  hardly  touched,  and  the  same  chapter  contains  a 
confusion  between  density  and  concentration  of  population.  The 
important  topic  of  urban  death  rates  is  passed  over  with  a  few 
excerpts  from  the  Vital  Statistics  of  Massachusetts  and  the  United 
States  Census.  Forty  pages  are  given  to  mortality  from  the  princi- 
pal diseases  without  disclosing  satisfactorily  the  correlation  with 
social  conditions.  The  discussion  of  deaths  by  accident  and  injury 
entirely  neglects  the  valuable  German  data  available,  while  the  chap- 
ter upon  "The  Growth  of  Population"  is  suggestive,  but  inadequate. 

D.  C.  WELLS. 
Dartmouth  College. 

The  International  Laiv  and  Diplomacy  of  the  Russo-Japanese  War. 
By  Amos  S.  Hershey,  Ph.D.,  Professor  of  Political  Science  and 
International  Law  in  Indiana  University.  New  York:  The 
Macmillan  Company;  London:  Macmillan  and  G)mpany,  Ltd., 
1906— pp.  xii,  394. 

As  the  title  of  this  work  suggests,  the  author  has  undertaken  a 
two-fold  task:  first,  to  trace  and  explain  certain  national  policies; 
secondly,  to  ascertain  the  rules  of  conduct  observed  by  neutrals 
and  belligerents  during  a  memorable  war.  These  problems  are  quite 
distinct;  and  both  are  highly  complex.  Mr.  Hershey  has  labored 
with  intelligence  and  skill.  In  his  introductory  chapter  on  the 
"Causes  of  the  War"  he  estimates  with  nice  precision  the  motives 
which  actuated  both  Japan  and  Russia,  and  he  appreciates  fully  the 
significance  of  the  interests  and  policies  of  other  states  as  well.  The 
author  points  out  with  care  the  relative  political  importance  of 
events  which  preceded  the  war — the  Japanese  control  of  the  Liao- 
tung  Peninsula  and  Port  Arthur,  under  the  treaty  of  Shimonoseki, 
April  17,  1895 ;  the  value  to  Japan  of  the  forced  retrocession  of  that 
peninsula  to  China,  the  concessions  granted  to  Russia  by  China  in 
the  "Cassini  Convention"  of  September  30,  1896,  and  the  subsequent 
preponderance  of  Russian  influence  in  Manchuria.  The  writer  draws 
a  forcible  picture  of  the  gradual  ascendancy  of  Russian  power  in 
Manchuria,  in  sharp  contrast  to  the  official  assurances  that  the 
Imperial  Government  had  no  plan  of  attacking  the  principle  of  the 
open  door. 
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Mr.  Hcrshey  feels  that  Japan  was  not  guilty  of  *'bad  faith*'  or 
"treachety'*  in  beginning  hostilities  as  it  did.  He  states  that  (p< 
65)  "the  utmost  that  nations  in  a  state  of  peace  have  a  right  to 
demand  is  that  they  shall  not  be  suddenly  surprised  or  treacherously 
attacked  vvithotit  any  intimation  or  warning  whatsoever/*  He  con- 
cludes that  the  conduct  of  Japan  was  '^entirely  correct/'  and  that 
the  warning  given  on  FebruariK'  6,  1904,  **was  undoubtedly  a  suf- 
ficient declaration  of  intention  on  the  part  of  the  Japanese  Govern- 
ment, and  if  the  Russian  fleet  or  the  Russian  Government  allowed 
themselves  to  be  surprised  after  such  a  plain»  albeit  diplomatic, 
intimation  of  hostile  intention,  the  fault*  if  any,  can  certainly  not 
be  laid  at  the  door  of  Japan"  (p,  69).  Believing  that,  technically! 
Japan  disregarded  a  rule  of  international  law  in  violating  the  neutral- 
ity of  Korea,  the  author  maintains,  however*  as  does  Professor 
Lawrence,  that  the  complaints  of  Russia  on  that  score  were  prac- 
tically absurd.  The  claim  of  the  Russian  Government  that  the  agree- 
ment between  Japan  and  Korea  of  Fehruar>^  23,  1904,  was  invalid 
because  made  under  duress  is  fully  discussed.  The  conduct  of  the 
United  States  and  Great  Britain  as  neutrals  is  commended,  especially 
when  compared  with  that  of  France  and  Germany.  The  failure  of 
the  United  States  to  prevent  the  departure  of  her  citizens  for  enlist- 
ment in  the  Japanese  service  is  not  regarded  as  a  ground  for  proper 
complaint  by  Russia.  Likewise  the  purchase  of  Japanese  bonds  by 
persons  in  the  United  States,  and  the  gifts  of  money  by  private 
individuals  of  that  country  to  the  Japanese  Government,  are  not  con- 
sidered contrary  to  any  rule  of  international  law. 

Mr,  Hershey  regards  the  German  Government  as  guilty  of  a  viola- 
tion of  neutrality  in  permitting  the  sale  and  delivery  of  trans-Atlan- 
tic steamers  to  agents  of  the  Russian  Government.  He  condemns 
the  doctrine  that  a  vessel  built  or  sent  out  by  its  private  owner  in 
a  neutral  state  solely  for  the  purpose  of  sale  is  merely  a  contraband 
articlCp  the  dispatch  of  which  the  government  or  the  owner  is  not 
tinder  a  duty  of  reasonable  diligence  to  prevent  Concerning  the 
right  of  a  belligerent  to  control  war  correspondents,  particularly  in 
their  use  of  wireless  telegraphy,  the  author  asks,  "Would  any  one 
go  so  far  as  to  maintain  that  a  war  correspondent,  who  liad  operated 
either  by  means  of  wireless  telegraphy  or  by  any  other  system  on 
neutral  territory,  could  be  seized  and  treated  as  a  spy  under  any 
circumstances,  or  even  be  held  as  a  prisoner  of  war?"  (p,  122), 
The  seizure  of  neutral  vessels  in  the  Red  Sea  by  cruisers  of  the 
Russian  Volunteer  Navy  is  condemned.   The  author  is  of  the  opinion 
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that  if  the  Peterburg,  which  passed  through  the  Bosporus  and  the 
Dardanelles,  did  not  have  a  bona  fide  commission  from  die  Russian 
Governmentp  **it  is  difficult  to  avoid  the  conclusion  that,  from  a, 
purely  technical  point  of  view,  she  was  guilty  of  an  act  of  piracy 
when  she  captured  tlie  Malacca''  (p.  152,  n.  34). 

Mr.  Hershey  shows  well  how  the  Russian  declaration  of  February 
28,  1904,  ignoring  the  distinction  between  articles  absolutely  and 
conditionally  contraband,  and  the  subsequent  protest  on  the  part  of 
Secretary  Hay,  brought  squarely  before  maritime  states  the  neces- 
sity of  a  clear  understanding  on  this  point. 

The  Russo-Japanese  war  has  caused  widespread  appreciation  of 
the  fact  that  there  cannot  be  said  to  exist  a  uniform  practice  of 
maritime  states  concerning  many  matters  of  vital  concern  to  all 
interests.  As  Mr*  Hershey  well  says:  "the  history  of  the  voyage 
of  the  Baltic  fleet  to  the  Far  East  furnishes  a  good  illustration  of 
the  existing  defects  in  the  present  law  of  neutrality,  and  especially 
of  the  divergence  of  international  practice  in  the  matter  of  furnish- 
ing coal  to  belligerent  w^arships  in  neutral  ports  and  waters'"  (p» 
198),  In  various  situations  he  indicates  lucidly  what  ought  to  bc^ 
the  duties  of  belligerent  vessels  with  respect  to  neutral  ports;  he 
points  out  what  ought  to  be  the  obligations  of  neutrals.  His  bare 
statement  of  what  justice  and  reason  obviously  require,  impresses 
the  reader  with  a  sense  of  the  immediate  need  of  a  general  agree- 
ment among  maritime  states  establishing  rules  of  conduct  binding j 
upon  all  in  time  of  war 

Mr.  Hershey  has  given  his  readers  an  admirable  account  of  the 
North  Sea  incident,  and  has  laid  proper  stress  upon  the  settlement 
of  the  serious  aontroversy  between  Great  Britain  and  Russia  through 
the  medium  of  the  Commission  of  Inquiry,  The  part  of  the  United 
States  in  securing  Chinese  neutrality  through  the  agreement  of  both 
belligerents  in  response  to  Mr  Hay's  note  of  February  10,  1904,  is 
shown  at  length. 

The  author  gives  the  full  text  of  the  treaty  of  Portsmoutli, 
reprinted  from  the  London  Times  (weekly)  of  October  20,  1905. 
This  text  differs  greatly  in  its  language  from  that  published  in 
United  States  Foreign  Relations  1905,  p.  824.  The  difference  may 
be  due  to  freedom  of  translation.  It  wilt  be  observed,  however,  that 
the  original  texts  of  the  treaty  were  set  forth  both  in  the  English 
and  French  languages.  The  date  of  President  Roosevelt's  proclama- 
tion of  neutrality,  page  87,  should  be  February  i  r,  instead  of  Febru- 
ary 10.    Constant  reference  is  made  to  the  third  edition  of  Hairs 
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International  Law,  The  fifth  edition  of  that  work  appeared  in  1904. 
1897  (p,  75)  should  be  1807;  "navel'*  (p.  143,  n.  19)  should  be 
naval. 

Mr.  Hershey's  work  is  a  success.  He  has  labored  hard  to  ascertain 
facts,  the  existence  of  which  are  of  great  concern  to  civilization. 
His  judgment  thereon  has  been  that  of  one  possessing  both  a  close 
knowledge  of  international  law  and  an  instinctive  sense  of  justice. 

CHARLES  CHENEY  HYDE. 

Chicago.  April,  1907, 


Amerimn  History  and  Government,  A  Text-book  on  the  History 
and  Ch^l  Goiernment  of  the  United  States*  By  James  Albert 
Woodburn.  Ph,D,,  and  Thomas  Francis  Moran,  Ph-D.  New 
York:    Longmans,  Greeii  &  Co,,  1906 — pp.  Ixxxviii,  476. 

This  is  a  text*book  on  history  and  civil  government  for  grammar 
schools,  written  in  the  belief  that  "tlie  history  of  the  world  is  not 
intelligible  apart  from  the  government  of  the  world,"  and  conform- 
able to  an  express  recommendation  of  the  Committee  of  Seven  of 
the  American  Historical  Association  for  the  year  1898.  The  authors, 
recognizing  that  a  very  large  majority  of  pupils  conclude  their  school 
work  before  reaching  the  high  school,  would  place  civil  government 
in  the  grammar  grades  for  the  benefit  of  this  class.  The  objections 
that  there  is  no  time  for  this  work  in  the  already  crowded  course 
of  study,  and  that  civil  government  is  too  difficult  a  subject  for 
children  of  grammar-school  age»  are  met,  first,  by  leaving  out  non- 
essentials, as  for  example,  the  details  of  military  history  such  as 
marches,  counter-marches,  etc,  and  thus  shortening  the  time  given 
to  histor)*;  and  second,  by  vitalizing  the  study  of  law  and  institu- 
tions by  presenting  them  in  connection  with  histor>\ 

The  plan  of  the  book  is  simple.  In  order,  the  authors  set  forth 
the  essential  facts  of  American  history  *from  the  discovery  to  the 
close  of  the  Revolution,  the  causes  of  the  failure  of  the  Confeder- 
ation, the  work  of  the  constitutional  convention,  the  structure  of  the 
new  government  and,  finally,  a  narrative  of  political  history  from  the 
Revolution  to  the  present  time.  The  narrative  portion  contains  many 
excellencies.  The  author  is  admirably  successful  in  bringing  his 
subject  down  to  the  level  of  tliose  for  whom  he  writes.  The  style 
is  simple  and  picturesque,  and  the  text  is  enlivened  by  many  very 
fine  illustrations.  In  a  few  instances,  however,  he  seems  to  forget 
that  he  is  writing  a  condensed,  general  account,  as,  for  example, 
when  he  includes  the  names  of  too  many  indi\iduals  (more  than 
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twelve  men  are  mentioned  by  name  in  a  two-page  account  of  the 
colonization  of  the  Carolinas). 

The  chapters  on  civil  government,  really  a  book  within  a  book,  are 
not  so  plain  and  simple  in  style.  It  is,  to  say  the  least,  doubtful  if 
young  students  could  understand  the  discussion  of  the  Articles  of 
Confederation  and  the  formation  of  the  Constitution,  but  perhaps 
it  is  as  well  adapted  to  their  comprehension  as  any  discussion  of 
these  difficult  subjects  could  be.  Although  it  is  so  plain  that,  judged 
froiji  the  standpoint  of  the  needs  of  grammar-school  children,  the 
book  is  of  uneven  value,  still  it  is  a  noteworthy  attempt  to  work  a 
new  field,  and  deserves,  as  undoubtedly  it  will  receive,  a  practical 
trial. 

E.   D.   FITE. 
Yale  University. 

Municipal  Ownership  in  Great  Britain,     By  Hugo  Richard  Meyer. 

New  York:    The  Macmillan  Company,  1906 — pp.  xii,  340. 
Les  RSgies  et  les  Concessions  Communales  en  Belgique.    Par  Ernest 

Brees.    Bruxelles:    Misch  et  Thron,  1906. 

Professor  Meyer's  work  is  a  noteworthy  contribution  to  a  vexed 
question.  It  is  a  careful  and  minute  study,  showing  vast  research 
and  erudition.  The  citations  are  largely  from  official  sources.  The 
results  of  the  Tramway  act  of  1870  and  the  Light  Railways  act  of 
1896  are  given  in  the  first  ten  chapters,  while  the  Electric  Lighting 
act  of  1882,  as  amended  in  1888,  requires  three  chapters.  Gas  is 
dealt  with  summarily  in  a  single  chapter. 

Chapters  fourteen  to  eighteen,  inclusive,  demonstrate,  to  Professor 
Meyer's  satisfaction,  that  public  ownership  is  inadequate  to  deal 
with  new  industries,  injurious  to  the  consumer,  deadly  to  the  manu- 
facturers of  electrical  equipment,  destructive  to  the  interests  of  the 
wage-earner  and,  finally,  that  the  office-holding  class  in  the  cities 
already  control  national  politics  with  deadly  results. 

The  work,  notwithstanding  its  appearance  of  great  learning,  will, 
in  the  opinion  of  the  reviewers,  fail  to  carry  conviction  to  the  reader. 
The  prejudice  of  the  author  crops  out  too  plainly  at  every  turn. 
The  book  smacks  more  of  the  library  than  of  the  world  of  affairs. 
Although  Professor  Meyer  uses  chiefly  official  sources,  his  use  con- 
sists primarily  in  selecting  bits  of  the  prejudiced  and  contradicted 
opinions  of  interested  parties  from  their  testimony  before  Parlia- 
mentary committees,  and  putting  such  matter  forth  as  demonstrated 
fact. 
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The  conclusions  of  the  author  will  be  questioned,  because  his 
premises  are  no  longer  accepted  by  economists.  He  starts  out 
(pages  1-3)  witli  the  statements  that  the  public  service  industries  do 
not  "differ  in  vital  respects  from  the  ordinary  trading  and  manu- 
facturing industries/*  and  that  "upon  the  whole,  and  in  the  long 
run,  the  individual  or  company,  in  pursuing  its  own  selfish  interest, 
at  the  same  time  promotes  the  welfare  of  the  community  at  large." 

He  misinterprets  entirely  the  relation  of  the  British  Government 
to  the  gas  industry,  when  he  ascribes  the  flourishing  condition  of 
that  industry  to  the  fact  that  it  has  been  treated  as  an  ordinary 
manufacturing  industr>\  Nothing  could  be  farther  from  the  fact. 
The  mode  of  regulating  the  gas  supply  has  been  different,  but  of 
longer  standing  and  not  less  at  variance  with  Professor  Meyer's 
views  as  set  forth  in  this  work.  Competent  students  may  well  differ 
and,  in  fact,  do  differ  widely  upon  the  general  question  of  public 
ownership,  and  upon  the  whole  question  of  the  relation  of  govern- 
ment to  these  and  other  industries,  but  the  day  is  long  past  when  any 
one  can  talk  convincingly  about  **enlightened  selfishness"  and  the 
beneficence  of  universal  and  unrestricted  competition  in  connection 
witli  these  industries.  The  world  is  too  largely  engaged  in  trying  to 
get  rid  of  the  recognized  evils  resulting  from  the  attempt  to  apply 
these  doctrines  in  the  past,  to  pay  much  attention  to  their  advocates 
in  the  present. 

The  lengths  to  which  such  false  doctrines  may  carry  one  are 
shown,  when  Professor  Meyer  puts  the  cart  before  the  horse  by 
calmly  assuming  that  but  for  three  or  four  restraining  statutes,  Great 
Britain  would  be  as  well  served  per  capita  with  electricity  and  tram- 
ways as  the  United  States  (page  201).  It  is  in  this  unhappy  com- 
parison that  he  asserts  that  municipal  ownership  has  driven  120,000 
British  workmen,  who  would,  bu^  for  municipal  ownership,  be  making 
electrical  apparatus,  either  to  migrate,  or  to  join  the  army  of  the 
unemployed.  The  general  conservatism  of  the  British  nation  is 
pnjbably  much  more  cause  than  effect  of  this  legislation,  and  the 
backward  condition  of  tlie  industries  under  review.  The  author 
falls  into  tlie  same  error  (page  328)  where  he  says  the  remedy  for 
the  evils  of  unrestrained  industry  is  to  teach  the  people  "civic 
virtue"  and  "political  intelligence/'  The  attempt  to  regulate  these 
industries  by  organized  society  may  prove  the  best  means  of  incul- 
cating civic  virtue  and  political  intelligence.  At  any  rate,  since 
Professor  Meyer  offers  no  other  means  of  accomplishing  these 
desirable  ends,  the  poor,  stupid  world,  having  deserted  the  doctrine 
of  enlightened  selfishness,  and  lacking  our  author's  confidence  in 
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the  captain  of  industry  as  the  source  of  all  progress,  is  likely  to 
stumble  on  in  its  efforts  to  get  what  it  wants  in  regard  to  these 
municipal  services,  either  through  public  ownership  or  thorough- 
going regulation, 

M.  Brees'  work,  although  on  the  whole  favoring  municipal  owner- 
ship, is  in  sliarp  contrast  as  regards  its  animus  and  method  with  the 
work  of  Professor  Meyer,  The  author  appears  to  be  seeking  the 
truth,  and  not  only  exhibits  a  willingness  to  find  the  truth,  but  also 
shows  a  complete  grasp  of  the  philosophic,  social  and  ethical  move- 
ments of  the  last  generation.  The  work  is  primarily  a  study  of 
municipal  public  service  industries  in  Belgium,  with  some  suggestive 
comparisons  with  the  English  method  of  dealing  witli  the  same 
industries.  As  is  well  known,  Belgium,  with  all  of  its  avowed 
socialism,  has,  when  compared  with  other  European  countries,  done 
comparatively  little  towards  municipalization. 

The  first  chapter  deals  with  the  monopolistic  diarter  of  such 
industries  in  general*  The  next  chapter,  after  discussing  the  nature 
and  importance  of  the  water  supply,  and  the  significance  of  the  price 
of  water,  takes  up  in  detail  the  water  supply  of  the  fifteen  more 
important  Belgian  communes.  Chapter  three  deals  with  the  subject 
of  gas  in  the  same  way,  except  that  the  gas  supply  of  but  six  places 
is  studied.  The  two  following  chapters  treat  in  like  fashion  elec- 
tricity and  tramways  respectively.  The  final  chapter  considers  the 
"exploitation'*  of  municipal  monopolies  tuider  three  heads,  namely: 
I*  A  criticism  of  franchises.  2,  A  criticism  of  public  management 
of  these  industries.  3.  The  organization  of  the  public-owned  indus- 
tries from  the^ministrative  and  accounting  standpoint.  An  appen- 
dix of  130  pages  gives  a  summary  of  the  English  Parliamentary 
investigations  of  ifpo  and  1903  on  municipal  trading. 

The  reviewer  knows  of  but  one  other  book  on  this  controverted 
question;  namely,  that  of  Major  Darwin,  that  leaves  so  pleasant 
an  impression  of  fair-mindedness  on  the  reader.  The  subject  is 
treated  with  a  high  degree  of  skill.  The  author  shows  a  tliorough 
familiarity  with  recent  thought  on  social  matters,  as  one  would 
expect  from  the  fact  tliat  the  work  is  published  by  the  Solvay  Insti- 
tute of  Sociolog>\  The  author  is  so  open-minded,  and  makes  such 
candid  mention  of  the  drawbacks  to  the  system,  which  he  believes, 
on  the  whole,  the  best,  that  one  must  follow  his  reasoning  from 
beginning  to  end  witli  close  attention,  and  discover  at  what  partic- 
ular point,  if  anywhere,  the  logic  is  defective,  before  one  can  safely 
reject  his  conclusions, 

JOHN   n.    CRAV* 
Northwestern  Universitx, 
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A  History  of  Dtpiomacy  in  the  International  Dezfehpment  of  Europe, 
By  David  J.  Hill.  LL.D.  Vol.  I:  The  Stru^^gle  for  Universal 
Empire,  Vol.  II:  The  Establishment  of  Territorial  Sovereignty. 
New  York :  Longmans,  Green  &  Co.,  1905,  1906 — pp.  xxiii,  481 ; 
XXV,  663* 

There  is  almost  no  field  of  historical  research  that  offers  a  greater 
opportunity  than  that  of  the  history  of  diplomacy;  Something  has 
been  done  by  German  and  French  scholars,  but  there  is  nothing 
adequate  in  English*  And  there  is  a  very  definite,  a  very  pressing 
need  for  a  history  of  diplomacy,  or  for  an  interpretation  of  general 
European  history  from  the  standpoint  of  the  development  of  inter- 
national problems  and  relations.  It  is  some  scholar's  opportunity 
to  do  for  European  history  from  this  standpoint  what  Professor 
Delbruck  is  attempting  by  interpreting  world-history  from  the  stand- 
point of  military  relations  and  war ;  what  Captain  Afahan  did  in  his 
treatment  of  the  sea  power  as  a  force  in  history,  and  Professor  Dun- 
ning in  his  history  of  political  theories.  These  works  had  a  theme 
\vhich,  like  the  subject  of  diplomacy,  needed  the  backgroimd  of 
general  history.  Each  of  them^  in  his  own  way,  solved  his  problem 
by  keeping  firmly  to  his  selected  topic,  bringing  in  only  general  his- 
tory where  it  was  necessary  to  explain  the  special  topic »  or  where 
that  special  topic  led  to  a  reinterpretation  of  the  general  history  of 
the  period.  That,  when  he  has  determined  what  he  means  by 
diplomacy  and  its  histor>%  is  the  problem  of  the  historian  of 
diplomacy. 

Dr.  HilFs  w^ork  is  not  in  any  sense  such  a  history  of  diplomacy. 
The  iw^o  stout  volumes  now  issued  are  plain,  colorless,  sodden,  gen- 
eral history-.  There  is  absolutely  no  reason  for  their  being  published 
under  the  title  of  a  history  of  diplomacy.  Measured  by  the  preten- 
sions of  the  title,  the  work  merits  not  the  slightest  consideration  at 
the  bands  of  a  reviewer.  With  the  exception  of  the  opening  chapter 
on  Europe  under  the  Roman  Empire,  which,  in  its  treatment  of 
Roman  law,  gives  good  promise,  the  first  volume  contains  nothing 
but  general  history  to  be  found  in  more  condensed  form  in  any  ade- 
qtiate  manual.  The  reader  receives  tlie  impression  that  Dr,  Hill 
selected  his  subject,  set  himself  to  work  up  the  necessary  background 
of  history,  and  found  this  so  novel  and  engrossing  that  he  felt  it  must 
be  presented,  and  as  a  result,  lost  sight  of  his  central  theme.  This 
method  of  treatment  extends  down  to  the  chapters,  pages  350-365  of 
Vol.  I,  entitled  *'The  Organization  of  Diplomacy  in  Italy/'  That  cer- 
tainly sounds  promising.    But  the  space  is  occupied  by  paragraphs 
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on  the  Great  Interregnum,  the  Electoral  College,  the  Empire,  the 
state  of  Germany,  Charles  of  Anjou  and  papal  opposition  to  his 
plans,  the  Sicilian  Vespers,  and  internal  conditions  of  the  city-states. 
Then,  in  less  than  a  page  of  text,  "Diplomacy  as  a  System"  is  pre- 
sented in  a  brief  summary  of  certain  Venetian  regulations  governing 
ambassadors. 

The  second  volume  on  the  establishment  of  territorial  sovereignty 
is  relatively  more  disappointing,  because  the  field  is  more  promising, 
and  yet  the  result  is  about  the  same  as  in  the  first  volume,  and  is 
actually  more  disappointing  because  the  chapter  titles  4re  almost 
uniformly  promising,  and  the  substance  uniformly  has  little  cor- 
respondence to  the  chapter  titles.  There  is  as  much  diplomatic  his- 
tory in  the  account  of  Westphalia  to  be  found  in  the  student's 
note-books  which  were  compiled  to  make  Hausser's  Period  of  the 
Reformation,  as  there  is  in  this  history  of  diplomacy. 

The  merit  of  the  work  of  Dr.  Hill,  as  a  general  history,  is  not 
here  considered,  because  the  publishers  ofiFer  it  to  the  public  as  a 
history  of  diplomacy,  and  a  list  of  the  topics  in  the  history  of  diplo- 
macy which  it  fails  to  cover  is  not  given,  because  the  work  is  nothing 
but  an  aimless  general  history. 

GUY  STANTON  FORD. 
Urbana,  111. 

Proceedings  of  the  Atlantic  City  Conference  for  Good  City  Govern- 
ment,  and  the  Twelfth  Annual  Meeting  of  the  National  Municipal 
League.  Clinton  Rogers  Woodruff  (editor).  Philadelphia: 
National  Municipal  League,  1906 — ^pp.  502. 

Is  municipal  government  in  this  country  a  failure  ?  National  pride 
and  faith  long  barred  this  question.  But  the  relentless  probe  of  the 
investigator  at  last  forced  us  to  confess  that  our  civic  ideals  were 
somewhat  less  than  perfect.  Following  confession  came  the  Ameri- 
can's quick,  instinctive  desire  for  remedial  effort.  To  help  accom- 
plish the  regeneration  of  city  government  has  been  the  voluntary  task 
of  the  National  Municipal  League  for  over  a  decade.  Many  dis- 
tinguished publicists  are  enrolled  in  its  active  membership,  and  its 
deliberations  command  wide  attention  and  respect. 

The  volume  before  us  contains  the  "Proceedings  of  the  Atlantic 
City  Conference  for  Good  Government,  and  the  Twelfth  Annual 
Meeting  of  the  National  Municipal  League"  held  in  April,  1906. 
An  examination  of  its  contents  reveals  the  comprehensive  scope  and 
practical  character  of  these  proceedings.    They  include  the  study  of 
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almost  every  important  branch  and  phase  of  city  government    And 

it  should  be  noted  that  the  larger  proportion  of  tiiese  papers  and 
discussions  are  not  academic  treatises  merely,  but  the  results  of  the 
experiences  of  those  who  have  either  held  municipal  offices,  or  else 
been  active  in  tlie  field  of  applied  politics. 

Among  the  subjects  discussed  are:  Municipal  Accounting,  Cor- 
rupt Practices  and  Electoral  Reform ;  The  Police  Question ;  The 
Galveston  Experiment;  Municipal  Ownership  and  Operation  of 
Public  Utilities ;  The  National  Civic  Federation  Investigation ;  The 
Referendum  and  the  Initiative ;  Work  among  College  Men ;  Women 
and  Municipal  Development ;  and  special  experiences  of  cities,  like 
Philadelphia,  Cincinnati,  Portland  (Maine),  New  Haven,  Scranton, 
E>etroit  and  others. 

The  volume  has  been  admirably  edited  by  the  secretary  of  die 
League,  Clinton  Rogers  Woodruff-  With  its  carefully  prepared 
index,  it  forms  a  repository  of  information  and  comment  valuable 
to  every  city  functionary  and  student  of  municipal  affairs. 

One  question  has  continually  recurred  to  us  during  the  perusal 
of  these  proceedings :  Why  is  so  little  space  accorded  to  ways  and 
means  of  stimulating  in  the  average  citizen  a  sense  of  the  active 
responsibilities  of  citizenship?  It  cannot  be  disputed  that  this  is 
of  fundamental  importance*  for  it  is  to  the  lapse  of  this  civic  sense 
that  we  can  trace  most  of  the  serious  political  evils  which  confront 
us.  To  what  else  can  be  ascribed  that  most  extraordinary  anomaly  in 
a  free  electorate,  the  gradual  recrudescence  of  a  long  buried  feudal 
system,  culminating  in  a  political  baron  or  boss  and  threatening  the 
conversion  of  the  national  shibboleth,  "We  the  People"  into  '*We 
the  Servants'*  ?  While  striving  to  improve  the  machinery  of  govern- 
mentj  we  should  not  forget  that  human  nature  is  weaker  than  the 
institutions  it  creates.  Reform  must  work  from  within  as  well  as 
fiom  without. 

The  first  practical  need  of  the  day  is  for  an  active  citizenship; 
not  until  then  will  restoration  of  representative  government  follow. 
It  is  a  most  difficult  problem  to  solve,  but  one  thing  is  obvious ;  that 
the  seeds  of  this  revival  should  be  sown  in  the  embryo  citizen  in 
school  and  college.  It  is  with  deference  we  venture  the  suggestion 
that  in  the  future  deliberations  of  the  League,  more  thought  and 
attention  be  given  to  this  inner  regeneration  of  the  spirit  of  the 
electorate,  as  well  as  to  the  constitution  of  its  government* 

CHARLES  S.   DEFOREST- 
Ncw  Haven*  Conn. 
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RECENT  LITERATURE. 

Under  the  title  "Four  Aspects  of  Civic  Duty"  (Charles  Scribner's 
Sons,  1906),  Secretary  William  H.  Taft  has  published  the  lectures 
which  he  delivered  at  Yale  in  1906  on  the  Dodge  Foundation.  The 
titles  of  the  four  chapters  suggest  a  bit  of  autobiography,  for  in 
viewing  the  duties  of  citizenship  from  the  point  of  view  of  a  grad- 
uate of  a  university,  of  a  judge,  of  a  colonial  administrator,  and  of 
a  member  of  the  national  administration.  Secretary  Taft  gave  his 
hearers  valuable  pieces  of  personal  experience.  The  manner  in 
which  the  character  of  the  speaker,  who  has  been  so  effective  an 
actor  in  the  various  public  offices  to  which  he  has  been  called, 
impresses  itself  upon  the  reader  is  not  the  least  of  the  many  valuable 
features  which  the  lectures  contain. 

A  companion  volume,  not  only  in  size  but  also  in  origin  and  in 
spirit,  contains  "Baccalaureate  Addresses  and  other  Talks  on  Kin- 
dred Themes"  (Charles  Scribner's  Sons,  1907),  by  Arthur  Twining 
Hadley,  President  of  Yale  University.  Dr.  Hadley  is  the  first  pres- 
ident of  Yale  University  who  has  not  been  a  clergyman.  But  the 
volume  before  us  shows  that  he  can  preach,  and  ever  since  he  has 
been  at  the  head  of  Yale  University  he  has  made  it  his  practice  to 
address  the  graduating  class  at  Commencement,  as  well  as  the  uni- 
versity as  a  whole  at  the  opening  of  each  college  year.  These 
so-called  talks  have  the  outward  form  of  sermons,  and  each  takes  a 
text  from  the  Bible  as  its  starting  point.  But  a  prominent  element 
in  them  is  the  emphasis  laid  upon  civic  righteousness,  which  appears 
in  such  titles  as  "A  Christian  Democracy,"  "Responsibility  to  Our- 
selves and  to  Others,"  "The  Development  of  Public  Spirit,"  etc. 

Among  the  many  significant  publications  of  the  Bureau  of  Amer- 
ican Ethnology,  it  is  with  especial  satisfaction  that  we  welcome  the 
"Handbook  of  American  Indians  North  of  Mexico,"  of  which  the 
first  part  (A — M)  is  published,  as  Bulletin  30,  this  year.  For  the 
teacher  or  student  of  anthropology  this  handbook  furnishes  not 
only  condensed  information,  but  what  amounts  to  a  very  full  bibli- 
ography arranged  in  all  conceivable  combinations  under  headings 
to  meet  the  convenience  of  the  searcher.  It  is  fair  to  say  that  in 
future,  students  of  the  American  Indian  must  have  this  manual 
always  at  hand.  The  scope  of  the  scholarship  herein  exhibited  is 
of  the  widest,  although,  naturally  enough,  the  work  of  the  Bureau 
staff  takes  the  most  prominent  place.    The  editor  of  the  handbook  is 
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Mr.  F.  W.  Hodge,  who  writes  a  preface  outlining  the  history  of  the 
inception  and  carrying  out  of  the  undertaking ;  the  contributors  to 
Part  It  of  whom  he  gives  a  list*  arc  men  and  women  of  high  reputa- 
tion in  their  fields.  Illustrations  are  well  selected;  the  various 
Indian  tribes  of  sufficient  importance  have  each  a  pictured  repre- 
sentative and  many  illuminating  drawings  of  weapons,  horses,  etc^ 
are  to  be  found.  It  may  be  mentioned  also  that  the  Esktmo  are 
included  in  tlie  manual.  Powell's  map  of  the  Indian  stocks  is 
appended  to  Volume  L  The  Bureau  and  tlie  Editor  are  to  be  con- 
gratulated upon  this  publicatjonp  which  is,  in  a  certain  sense,  among 
many  contributions  to  scholarship,  the  greatest  which  the  Bureau 
has  yet  made, 

*'The  Voice  of  the  Machines,"  by  Gerald  Stanley  Lee  (The 
Mount  Tom  Press,  Northampton,  Mass,),  is  announced  by  the 
author  to  be  the  first  in  a  series  of  three  volumes,  entitled^ — 
*The  Voice  of  the  Machines";  "Machines  and  Millionaires**;  and 
"Machines  and  Crowds/'  The  writer  observes  that  '* there  seems  to 
be  nothing  that  men  can  care  for,  whether  in  this  world  or  the  next, 
or  that  they  can  do  or  have,  or  hope  to  have,  which  is  not  bound 
up  in  our  modern  age  with  machinery."  Its  influence  upon  society 
must,  therefore,  be  a  vital  question.  The  whole  series  is  intended 
to  treat  of  the  influence  of  machinery  upon  modem  life  conditions, 
upon  democracy,  and  upon  the  humanities  and  the  arts, 

''Marriage  and  Race  Death/'  by  Morrison  L  Swift  (Morrison 
I,  Swift  Press,  New  York,  1906),  Mr.  Swift  presents  in  a  highly 
impassioned  manner  his  proposed  'foundations  of  an  Intelligent 
System  of  Marriage,"  which  he  ostensibly  advocates  as  a  panacea 
for  the  glaring  evils  of  the  modern  marriage  institution,  of  the 
social  structure,  and  of  the  "toadyism  of  the  American  brain  to 
Wealth."  Though  he  presents  a  vast  array  of  convincing  evidence 
against  modern  social  and  municipal  depravity,  yet  we  feel  that 
Mr*  Swift  has  overshot  the  mark  in  affirming,  as  he  does,  that 
**The  family  institution  is  one  of  the  strongest  existing  fortresses  of 
selfishness,  cutting  a  most  ridiculous  figure  as  a  noble  and  generous 
foundation  stone/'  The  luridly  sensational  style  of  the  author  can 
be  somewhat  condoned  by  virtue  of  his  bitter  attack  on  much  that  is 
deplorable  in  American  modern  life. 

**The  Key  to  the  World's  Progress/'  by  Charles  Stanton  Devas 
(Longmans,  1906) »  is  an  attempt  to  solve  the  riddle  of  the  uni- 
verse. Of  the  three  coherent  systems  that  have  been  championed 
from  time  immemorial  to  give  a  consistent  theory  of  the  world. 
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viz.,  pantheism,  materialism,  and  theism,  the  latter  is  accepted  as  a 
postulate.  The  work  is  professedly  explanatory  rather  than  con- 
troversial. The  influence  of  the  Christian  church  upon  the  progress 
of  civilization  is  examined,  and  the  development  of  the  former  is 
traced  in  outline.  This  is  done  in  the  hope  that  some  later  writer 
shall  "construct  the  church  record  as  the  World  record,  and  so  far 
as  the  dim  vision  of  man  can  reach,  make  the  outline  of  human 
history  clear." 
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7.  Causes  of  the  Rise  of  Prices  since  1S9S, 

S.     Should  Inequalities  of  Wealth  Be  Regulated  by  a  Progressive  Income  Tax? 
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It.     A  Just  and  Practicable  Method  of  Taxing  Railway  Property* 
•Other  phases  of  Socialism  were  suggested  in  previous  yeajs. 

A  First  Prize  of  One  Thousand  Dollars,  and 

A  Second  Prize  of  Five  Hundred  Dollars,  in  Cash 

are  ofTcred  for  the  best  studies  presented  by  Class  A,  composed  exctusively  of  al!  persons  who 
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In  consequence  of  the  favorable  reception  accorded  tbe 
reprint  of  four  economic  tracts  of  the  nineteenth  century, 
the  Johns  Hopkins  Press  invites  subscriptions  to  a  simitar 
reprint  of  four  important  economic  tracts  of  the  seventeenth 
century  issued  consecutively  under  the  editorial  direction  of 
J.  H.  Hollander,  Ph.D,,  Professor  of  Political  Economy  in 
the  Johns  Hopkins  University, 

The  Series  consists  of  the  following  tracts: — 


By  Nicholas  Barbdh. 

By    JOHK    ASGILL. 

By  Dudley   North, 
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London^ 
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(1)  A  Discourse  of  Trade. 
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(2)  Several   Assertions  Proved. 

1696. 
(J)   Discourses   upon   Trade. 

1691.     (Ready,) 
(4)    England's   Interest  Considered. 
Cambridge,    1663.     (In  Press.) 

Each  tract  is  supplied  with  a  brief  introductory  note  and 
necessary  text  annotations  by  the  editor*  The  general 
appearance  of  the  title-page  is  preserved,  and  the  original 
pagination  is  indicated. 

The  edition  is  limited  to  five  hundred  copies-  With  a 
view  to  serving  the  largest  scientific  usefulness,  the  sub- 
scription for  the  entire  series  of  four  tracts  has  again  been 
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Of  the  first  series  of  reprints,  a  limited  number  can  yet  be 
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O)  Essay  on  the  Application  of  Capital  to  Land.    By  Sir  £dwasi>  Wk&t« 

(4)  A  Reftitatlon  of  the  Wage^fund  Theory.    By  Fkancis  D.  Lonui.    1S66. 
Subscriptions  should  be  sent  to 
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Siibs€rt|it1ou  iirice,  $6  per  year,  or  50  cents  a  number, 
postage  prepaid  in  the  United  States;  $640  to  foreign  sub- 
scribers of  countries  in  the  Postal  Union.  A  lew  sets  on  sale 
of  the  first,  second  and  third  series  at  reduced  prices. 

Tin-volume  indiM  numiftrs  on  hand  for  the  second,  third  and 
foyrth  (VoL  I-X)  series. 

Address, 

THE    AMERICAN    JOURNAL    OF    SCIENCE, 

NEW  HAVEN,  CONN. 


9H  CHAPEL    STREET 
New  Ha^rcOf  Coocu 

(UlU&ff O  ^cfeM^fy  staiM  li  frbtiptt  Otlti) 

OH«rs  C4TI  be  |)1l4^ed  ar.  ^'^f4r^ 
Stoftt  In  Ui  Is  Cltx  f wr  dellYifry  f ram 
•  U jr  c^L^-^   8U»re  In  Mtitrr 


2ARTMAN*5  THE   INVESTMENTS  OF   LIFE   INSURANCE 

COMPANIES 

By  L.  W,  ZARTMANi  In4trtMt*r  ft/  insurant**;  i»  YaU  Cnivtrsiiy,   §1.25  net;  by  Tn«itl.  H^D^t, 


,-.f    ..Jioh     lil-...    ^.r    ..^     ..t  _     >i.    t.  .1.  .1  I  ri 


'toe 


MCPHERSON'S  THE  WORKmG  OF  THE  RAU.ROADS 


JENKS'S  Cm7PN<?"Tp  ANn  THE  SCHOOLS 


1^  fiiii  til  iti«  nimair  iit  iitt  ^^luttv'  Rti'u  una  iAc<ini*i» 


CLAIUC'S  THE  LABOUR  MOVEMENT  IN  AUSTRALASIA 


A 


.^u  m  itfcteft 


HENl?f  HOLT  AND  COMPANY^EiS^fo^ 


YORK 


THE 


ALE    REVIE 

A   aUARTERLY    JOURNAL   FOR    THE   SC*£WT»FIC    Ol^USSION 
OF    ECONOMFC,    POLrTICAL,    AND   SOCIAL    QUESTtONS. 


Vol.  XVL  No.  2.                   August, 

1907 

rONTENTS 

'  .ft 

COMMEKT. 

1                                                                                                   .  emmwil  Com* 

13 

REBATES,                                      ...        - 

itg 

^^  STANDARD  OIL  COMPANY  AND  THE   PIPE  LINES» 

Oilhert  Holland  Montafn^e 

156 

THE  PARADOX  OF  GOVERNOR  PENNYPACKER, 

Clint  on  Riggers  n  ooart^lf 

»?» 

MflTCC      .....-...«*.. 

Ntitute  ttitd  Nurtur<>;  TkQ  KatiOQal  Tm  AsdocfBilon. 

194 

iSODK  REVIEWS,         --.---->.. 

198 

r'..:..-.!    c> 


of  ^ 
RECENT  LITERATURE, 


uiptu"*a  ill  Sims* 
;M  and  inetttu- 


■  leB   ii^ts-LJQif 


aa^ 


THE  YALE  PUBLISHING  ASSOCIATION,  INC., 

1016  OHAPEL  8TB1XT,  HHW  EATEN,  OOKN. 


IDON                                  BBKLIN 

PARIS                    HOMB 

AiMot^D              PirrricAMMsft  tind  MuMt.ajuitMT 

E.  Lsmome             K.  L^ucfiift 

81  HOLE  HUMSERS,  75e. 

PER  ANNUM.  •3.00* 

SmUrttt^  iy|#  Pmf*Ojffi**^  AVtw  iiartn,  0«ir,.  rM  5<h#«4^.CAK4  MnUM^Htr 


THE    YALK     REVIEW 

A  QUARTERLY   JOURNAL  FOR  THE  SCFENTIFIC    DISCUSSION  OF 

ECONOMIC,     POLITICAL,     AND    SOCIAL    QUESTIOKS,  ~ 

Edited  st  Phofessoils  m 

POLITICAL  SCIENCE  AND  HISTORY 

Vale  Ukiversity,         -         -         New  Haven,  Cokk. 


The  Review  is  edited  by  Professors  Henry  Walcott  Farkam, 
Edward  Gayloud  Bourne^  John  Christopher  Schwab,  Irviko 
Fisher,  Guv  Stevens  Callender,  Henrv  Crosby  Emery,  Clivk 
Bay,  Albert  Galloway  Keller. 

The  subscription  price  i$  $3.00  per  year.  Subscriptions  may 
begin  at  any  time* 


PUBLISHED  BY 

THE  YALE  PUBLISHING  ASSOCIATION.  INC., 
1016  Chafel  Street^  New  Haven,  Conn. 


Atl  ^3rin«ntt  for  tubicilptloiit  tad  buftine«s  corrrspondenCQ  vbould  be  9«iit  to  lb*  Ya1« 
PoM.ifiiiwG  AAsociAnoK,  Iwc,  toj€  Cl»pcl  street,  N«w  Huren,  Coaa^ 


Hill  in  Penobscot  Bay 

One  hundred  feet  high; 

over  eighty  acres*  comprmng  three  separate  elevations 
commanding  superb  views;  natural  springs^  forests,  boul-* 
ders;  solid  pier  with  6  feet  at  low  water;  picturesque 
pier -house,  exceptional  harbor;  extremely  desirable 
as  estate  for  residence  or  investment*  -:-  ->  -r- 
May  also  include  1 2-room  summer  cottage,  vnih  annex 
and  stable,  artesian  water,  ice,  orchard,  roads,  etc  -:- 
Offered  at  a  bargain  until  September,     Address 

R.  E.  CLEVELAND 

Dark  Harbor,  Maine 


To  Yale  Review  Subscribers 
NOTICE 


iie  Yale  Alumni  Weekly  will   keep   you   in   touch  with 
your  University,  its  men  and  affairs* 

"  There  i*  no  paper  better  read 
or  read  by  better  people,** 

Entet  your  new  subscription  to  the  Review  under  the 
combination  offer»  giving  you 

The  Yale  Review,  ,         .         $3,00 

The  Yale  Alumni  Weekly,     .  3.00 

Both  for  one  year  for     .         .         $5.00 

Sample  copy  w31  be  sent  on  request.     Subscriptions  under  this 
ctfer  should  be  ^nt  to 

YALE  PUBLISHING  ASSOCIATION,  /nc. 
New  Havertt  Connecticut 


YALE   UNIVERSITY 


The  work  of  the  University  h  carried  on  in  the  foliowing  DepartmeiiU : — 
I.  PHILOSOPHY  AND  THE  AKTS,  which  includes 

THE  ACADEMICAL  DEPARTMENT  (YALE  COLLEGE), 
THE  SHEFFIELD  SCIENTIFIC  SCHOOL, 
THE  GRADUATE  SCHOOL, 
THE  SCHOOL  OF  THE  FINE  ARTS, 
THE  DEPARTMENT  OF  MUSIC, 
THE  FOREST  SCHOOL, 
IL  THEOLOGY, 
IIL  MEDICINE,  and 
IV,  LAW. 

The  general  equipment  of  the  University  includes  the  University  and  Depart- 
mentaJ  Libraries,  containing  about  350,000  volumes,  the  Feabody  Museum  of 
Natural  Historyj  the  Astronomical  Observatory,  the  Art  Colleciions,  Dwight 
Hall  Ethe  headquarters  of  the  Young  Men's  Christian  Association],  the  Com- 
mons, supplying  board  at  about  $4  a  week  to  i|000  students,  the  Gymnasium, 
the  Athletic  Field,  and  the  Yale  Infirmary* 

The  University  Catalogue  contains  full  information  concerning  all  depa.rt- 
mcnts.    It  may  be  secured  by  addressing  the  Secretary  of  the  University* 


THE  ACADEMICAL  DEPARTMENT  (YALE  COLLEGE)  oilers  a 
four  years'  course  of  study  leading  to  the  degree  of  BA.  Its  Profesaors  and 
Instructors  number  over  130.  The  first  year*s  work  is  in  English,  Latin^ 
Greek,  French  or  German  and  Mathematics.  For  the  other  three  years  coun«a 
are  offered  covering  Languages  and  Literature,  Mathematics  and  the  Nattir^ 
Sciences.  Philosophy,  History  and  the  Social  Sciences,  Art  and  Music 
Nearly  $50,000.00  is  annually  appropriated  in  Beneficiary  Aid  for  Scholar- 
ships, Fellowships  and  Prizes.  Room  Rent  in  the  college  dormitories  (which 
accommodate  70a  students)  ranges  from  75  cts,  to  $5.00  per  week  for  eadi 
occupanL 

For  Catalogues  and  further  information  address  Prof*  Henry  P,  Wrighti 
Dean  of  the  Faculty. 

THE  SHEFFIELD  SCIENTIFIC  SCHOOL  oflfers  a  three  years'  course 
of  study  leading  to  the  degree  of  Ph.B.  The  first  year  of  study  covers 
Mathematics,  Physics,  Chemistry,  French  or  German,  English,  Drawing.  The 
work  of  Senior  and  Junior  years  is  arranged  tn  thirteen  special  courses  of 
study,  including  Chemistry,  Metallurgy,  Civil  Engineering,  Mechanical  Engi- 
neering, Electrical  Engineenrjg,  Sanitary  Engineering,  Mining  Engineeringf 
Studies  preparatory  to  the  study  of  Forestry,  Biology  preparatory  to  Medi- 
cal studies,  and  General  Scientific  studies,  including  Political  Science,  History, 
English,  Anthropology,  Zoology,  Botany,  etc.  The  Engineering  Hall,  Chemical 
Laboratory  and  Biological  Laboratory  are  thoroughly  equipped  for  work  in 
the  several  lines  of  research. 

For  Catalogues  and  further  information  address  Prof,  R,  IL  Cfaitteod^i, 
Director  of  the  School, 

THE  GRADUATE  SCHOOL-  The  courses  of  study,  open  only  to  grmd- 
nates  of  colleges  and  universities,  lead  to  the  degrees  of  DOCTOR  OF  PHI- 
LOSOPHY, MASTER  OF  ARTS.  MASTER  OF  SCIENCE  CIVIL  ENGI^ 


NEER  and  MECHANICAL  ENGINEER,    The  course  leadmg  to  the  degree 

of  Doctor  of  Philosophy  is  open  to  sludenta  without  distinction  of  sex*  There 
are  many  courses  of  study  oifered  in  Psychology i  Ethics,  and  Philosophy, 
in  the  Social  Sciences  and  History,  in  Semitic  Languages  and  Biblical 
Literature,  in  Classical  Philology,  in  Modem  Languages  and  Litera* 
ture,  in  Natural  and  Physical  Sciences,  and  in  Pure  and  Applied  Mathe- 
matics.  There  are  various  dubs  and  associations  which  meet  periodically  for 
reading  papers  and  for  discussion,  such  as  the  Mathematical  Club,  the  Classi- 
^1  Qub,  the  Political  Science  Oub,  the  Anthropology  Club,  the  History  Qubp 
the  Philosophical  Qub,  the  Semitic  and  Biblical  Literature  Otib»  the  Modern 
Language  Oiib,  the  English  Club,  the  German  Journal  Club,  the  Physical 
Club,  the  Physics  Journal  Club,  the  Engineers  Club,  the  Chemical  Club,  and 
the  Biological  CluK  The  various  Departmental  Libraries,  the  Laboratories 
and  Collections,  as  well  as  the  numerous  courses  of  Public  Lectures,  are  open 
to  the  students  of  this  Department.  Five  Fellowships  of  $400  each  and  20 
Scholarships  of  $100  each  are  open  to  graduates  of  all  colleges.  Several 
special  fellowships  are  also  available. 

For  Catalogues  and  further  information  address  Prof,  Andrew  W.  Phillips, 
Dean  of  the  School. 

THE  DEPARTMENT  OF  MUSIC  is  open  to  graduates,  undergrade 
utes  and  special  students,  without  distinction  of  sex.  The  theoretical 
studies  are  Harmony,  Counterpoint,  the  History  of  Music,  Strict  Composi- 
tion, Instrumentation  and  Free  Composition,  The  practical  courses  consist 
of  in  struct  J  on  in  Piano,  Organ,  and  Violin  playing. 

For  full  information  address  Prof,  S.  S,  Sanford,  Department  of  Music 

THE  SCHOOL  OF  THE  FINE  ARTS  is  open  to  students  of  both 
sexes.  Technical  Instruction  is  given  in  Drawing,  Painting,  Sculpture^  aod 
Copper  Plate  Etching,  and  courses  of  lectures  are  given  In  the  Philosophy, 
History  and  Criticism  of  Art,  Several  prizes  are  offered,  the  most  important 
ol  which  is  the  William  Wirt  Winchester  pnie  ol  $1500. 

For  further  information  address  Prof,  John  F.  Weir,  Director  of  the  SchooK 

THE  DIVINITY  SCHOOL  is  open  to  students  of  every  Christian 
denomination.  Scholarship  aid  is  given  to  all  needy  students  in  return  for 
work  done  under  the  direction  of  local  pastors.  No  charge  is  made  for 
instruction  or  room  rent.  The  course  of  three  years  leads  to  the  degree 
of  B*D.  A  fourth  year  for  Graduate  Study  is  open  to  those  who  desire  to 
pursue  an  advanced  course,  and  several  Fellowships  and  Scholarships  are 
open  to  such  persons. 

For  further  information  address  Prof.  Geo,  B.  Stevens,  Dean  of  the  Divinity 
SchooL 

THE  MEDICAL  SCHOOL  has  a  four  years'  course,  leading  to  the 
degree  of  M.D.  Clinical  Instruction  is  afforded  at  the  New  Haven  Hospital 
and  the  New  Haven  Dispensary.  The  latter  institution,  where  last  year 
tS,000  patients  received  treatment,  is  situated  on  the  school  grounds. 

For  circulars  address  Prof,  Herbert  K  Smith,  Dean  of  the  SchooL 

THE  LAW  SCHOOL  offers  a  three  years'  course,  leading  to  the  degree 
of  LL,B,  and  fitting  students  for  the  Bar  of  any  state.  The  courses  of  Grad- 
uate Study  lead  to  the  degree  of  Master  of  Laws  and  Doctor  of  Civil  Law, 
The  students  arc  afforded  peculiar  facilities  for  observing  the  practice  of  the 
higher  Courts  of  Connecticut. 

For  further  particulars  address  Prof,  Henry  Wade  Rogers,  Dean  oi  the 
School. 


T.  ®  T.  CLARK'S  NEW  PUBLICATIONS 

Charles  Scribner's  Son  a.  Sole  A^enU  far  America 

RBCBNTLV   PUBUSnEB 
THE  KNOWLEDGE  OF  OOD 

Eye  ioT  Spiritual  Thlnirs/'  D!i.ie  Professor  of  Eccl^iL&lJaLl  History  aoid  Felli^wdf  Emmui* 
ueL  College,  Cftmbrldfc,  D.D.,  ^nd  Utc  Gifford  Lecturer.  Edmburg:L   a  vols.,  flvo^  f3«7S  "^'^ 

THE  AUTHORITY  OF  CHRIST 

B;  Da.vio  W.  FoutasT,  B.D.,  Edinburgh,  author  of  "  The  Cbrlst  of  HLitory  uid  Experieooe.*' 

A  GRAMMAR  OF  NEW  TESTAMENT  GREEK 

By  Profmor  J.  Hopi  Moui^tok,  M.A.  (Ca^ntab.),  DJJt^Loiid.),  lja.tc  F«Uow  of  King's  Col- 
lege, Cttintindnc*  etc.    VoL  I.    The  Prnle^omeDA.    8vo,  fj.co  mtL 

SERnONS  IN  ACCENTS  THE  GIFT  OF  TONGUES 

On  Studibs  in  this  Btmsw  TaxT*  By  the  And  other  Essays,  by  Rev.  DAWsosf  WAi-icBit, 
Rer.  JOMN  Adams,  B^D.     ratnOf  fi^Bo  «#/,  M-A.,  D,D.,  Bvt>,  |i,75  wl'. 

CHRISTIAN  THEISM 

Ann  Sr-iitiTVAi.  Monthut^  God^  Freedotn.  miid  Iinci:iort«.1ity  la  riew  of  the  Manlstlc  Evolutioii. 
By  the  Rev,  W.  L.  Walkbr,  authnrof  "^'The  Spirit  tnd  the  lacamition/'  '^Tlie  Cross  and 
Ihe  Kiagdom ,  **  etc.    a  v  o ,  $3.  uo  *#/. 

THE  NEW  REFORMA- 
TrON 

Recent  Evangelical  Movemeats  la  the  Romaii 
Catholic  Chiireh.    Bj  Joiw  A.  Baih,  M.A, 


I 


PRIMITIVE  CHRISTIAN 
EDUCATION 

By  Gkiialdikb  Hoocsotc^  H*A,^  Sometime 
Cobdcn  Scholar  at  Nevrajtain  College, 
Camb  ridge .    S v  0 ,  $  1 .  so  mtt. 


Sq.  e?o,  I1.50  Hf/, 

THE  EYE  FOR  SPIRITUAL  THINGS 

iv 
History  and  Fellow  of  Efumanud  College,  Cambridge,  etc.    Sro,  li.jo  mfl, 

JAMES,  THE  LORD'S  BROTHER 

By  William  Patwick,  D.D.  (Glas.J  ^.o0m4i. 

THE  FOURTH  GOSPEL 

Its  PvaroiK  a»3d  Tnaotoov.   By  Ea^casr  F.  Scott,  M.A.  (Gias-^  B*A.  (OiouK  »vo,  |«  «o  mH. 

THE  GOSPEL  HISTORY 

Asp  Its  T«A?fSki45toN.    By  F.  Cranford  Bupkitt,  M.A.,  F.B.A.,  Hordilao  Frofeaaoro! 

Diritihy  ta  the  Uotveisity  of  Cafflbrldge.    4vo,  $1.35  juf. 

JESUS  AND  NICODEMUS 

A  Study  in  Spirt tual  Life.     Hy  the  Rev.  Jon w  Rato.  M.A.,  Inverness.    Svo,  |i  f%  mrt. 


TO  CHRIST  THROUGH 
CRITICISM 


THE  RELIGIOUS  DOUBTS 
OF  COMMON  MEN 


By  Richard  W.  Shavbr^  M.At  B.D^  Warn-  Being  a  Correspond  cnce  be  twcea  Two  Lay- 
fttlUm  lt£ium,  iqoii*6.)    ismo,  |[.£a  «//.  men..    i>aio,  |i,oo  «#/, 

THE  RELIGIONS  OF  ANCIENT  EGYPT  AND  BABYLONIA 

By  A.  H,  Savck.  D.D.,  LL.D.,  Professor  of  Assyriology.  CUfofd.  *  TJk*  Giff^d  Lgeimrti.} 
A  moat  tmnortaat  and  eihaiiBtlve  work,  coniatning  much  new  material,  and  far  sun>a8»ing 
Profe»»or  Snycc's  other  cnotributioiis  to  thia  aubject.    8vo,  $5*50  M#f. 


CHARLES  SCRIBNER'S  SONS,  153-15?  Flftll  Ave«  New  York 


THE 

Yale  Review. 

AUGUST,  1907. 


COMMENT. 

The  Limits  of  Federal  Control;  Some  Difficulties  of  Government 

Commissions;   Proposals  for  the  Abolition  of 

Nominal  Capital. 

THE  notable  address  of  Senator  Knox  at  the  Commencement 
exercises  of  the  Yale  Law  Schod  last  June  is  one  of  the 
most  clarifying  statements  that  have  been  made  on  the  vexed  ques- 
tion of  federal  control  over  commerce.  The  seeming  extension  of 
that  control  has  led  to  a  widespread  opinion  that  the  powers 
granted  to  the  Federal  Government  are  themselves  capable  of 
indefinite  extension  and  that,  by  the  simple  device  of  delimiting 
the  kinds  of  goods  that  may  be  permitted  to  enter  inter-state 
commerce,  Congress  may  impose  such  regulations  as  to  indus- 
trial organization  within  the  separate  States  as  it  sees  fit. 
"The  new  proposition,"  says  Senator  Knox,  "is  this:  Con- 
gress has  power  to  regulate  commerce,  including  its  instru- 
mentalities, and  likewise  power  to  regulate  the  persons  by  whom 
articles  of  commerce  are  produced  in  respect  to  matters  dis- 
connected with  commerce."  To  the  latter  part  of  this  pro- 
position he  takes  serious  and  timely  exception.  Neither  the  new 
legislation  which  has  seemed  necessary,  nor  the  increased 
activity  of  the  department  of  justice,  with  its  various  victories 
in  the  courts,  has  in  any  way  enlarged  the  power  of  the  Federal 
Government.  That  power  has  remained  what  it  was  defined  to 
be  by  the  Supreme  Court  one  hundred  years  ago.  The  subject 
matter  over  which  this  power  is  exercised  has  extended  with 
the  growth  of  the  nation,  but  the  principles  of  control  remain 
the  same. 
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It  has  been  definitely  settled  that  Congress  may  prohibit  inter- 
state commerce  in  articles  hurtful  to  public  health,  safety  or 
morals ;  and  it  has  been  settled  that  "the  operations  of  a  mono- 
polistic combination  within  a  State  may  be  so  connected  with 
those  between  the  States  as  to  bring  the  whole  under  the  regula- 
tive power  of  Congress."  But  from  neither  of  these  principles, 
nor  from  both  together,  can  it  be  deduced  that  Congress  has  the 
power  to  deny  the  privilege  of  inter-state  commerce  to  producers 
of  innocuous  articles  who  carry  on  their  business  of  production 
pursuant  to  the  laws  of  the  domicile  State,  and  in  a  way  not  in 
itself  interfering  with  inter-state  commerce.  "There  is  no 
authority,"  says  Senator  Knox,  "for  any  such  proposition. 
The  power  of  prohibition  has  never  been  sustained  except  as 
against  articles  noxious  or  dangerous  in  themselves.  It  is  not 
possible  to  find  even  a  suggestion  that  in  respect  to  natural  pro- 
ducts which  are  prime  necessities,  Congress  can  prohibit  com- 
merce in  them  between  the  States  in  order  to  enforce  its  concep- 
tion of  what  would  be  a  wise  police  regulation  of  a  State."  The 
powers  of  Congress  then  are  great,  and  much  desirable  regulation 
may  still  be  effected  under  them,  but  they  apply  only  to  commerce 
and  its  instrumentalities,  not  to  the  persons  by  whom  articles  of 
commerce  are  produced,  save  as  such  persons  enter  into  commerce 
themselves.  These  powers  can  be  enlarged  only  by  amendments 
to  the  Constitution.  Suggestion  has  already  been  made  in  the 
Yale  Review  that  the  increasing  complexity  of  social  and 
industrial  life  is  making  the  demand  for  some  change  in  the 
organic  law  more  pressing.  The  regulation  of  corporations  is 
only  one  of  the  problems  involved,  but  the  above  clear-cut  dis- 
tinction, if  valid,  indicates  that  at  present  any  fundamental 
control  of  corporations  in  general,  even  of  those  whose  products 
enter  into  inter-state  commerce,  involving  the  questions  of  cap- 
italization and  combination,  remains  outside  the  sphere  of  the 
federal  powers.  If  constitutional  amendments  are  impossible 
or  undesirable,  the  matter  must  rest  indefinitely  in  the  hands  of 
the  separate  States. 
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In  the  meantime  the  program  of  publicity  from  which  so  much 
has  been  anticipated  is  being  rapidly  carried  out,  and  with  results 
that  already  tend  to  give  us  pause.  President  Hadley,  in  his 
recent  volume  on  "Standards  of  Public  Morality/'  pays  a  high 
tribute  to  the  work  of  Mr,  Charles  Francis  Adams  in  connection 
with  the  first  Massachusetts  Railroad  Commission,  a  commission 
which  had  no  powers  except  the  power  to  report,  and  which 
consequently,  as  Mr,  Hadley  points  out.  was  thrown  back  on 
"the  power  of  common-sense."  The  possible  influence  for 
good  of  such  a  body  was  admirably  illustrated  in  that  case,  but 
such  influence  depends  first  on  the  presence  of  a  strong  man, 
and  second,  on  a  careful  restraint  in  the  matter  of  reporting. 
The  more  numerous  the  reports  made,  the  less  is  likely  to  be  the 
influence  of  each  one.  At  the  present  time  there  seems  to  be 
danger  that  even  the  reports  of  the  federal  agencies,  to  say 
nothing  of  State  and  private  agencies,  may  be  seriously 
aflfected  from  this  cause*  It  is  to  be  hoped  that  a 
government  report  will  not  cease  to  be  an  event  of  first-class 
importance,  and  come  to  be  looked  upon  as  a  mere  cry  of  "wolf." 

Far  from  being  easy,  it  is  one  of  the  most  difficult  things 
imaginable  to  make  a  report  which  gives  merely  an  accurate 
and  impartial  statement  of  fact.  It  is  notorious  that  when  con- 
clusions come  to  be  drawn,  different  investigators  will 
come  to  entirely  different  results  from  exactly  the  same 
set  of  facts.  Much  has  been  anticipated  from  the  com- 
mission of  the  Civic  Federation  which  was  sent  abroad  to  investi- 
gate the  problems  of  municipal  ownership.  It  would  not  be  fair 
to  judge  its  results  until  the  report  is  published  in  full,  but 
from  such  parts  as  have  yet  been  made  public,  it  would  seem 
to  be  a  repetition  of  the  old  experience,  arguments  pro  and  con 
by  men  who  had  the  same  facts  before  them.  Where  definite 
conclusions  are  avoided,  reports  tend  to  become  as  vague  and 
unsatisfactory  as  the  recent  Harriman  report  by  the  Interstate 
Commerce  Commission.  In  any  case,  as  reports  become 
niunerous,  the  authority  which  at  first  attaches  to  a  government 
investigation  ceases,  and  their  only  authority  lies  in  their  own 
inherent  character.  The  report  becomes  an  expression  of 
opinion  by  one  man^  or  one  body  of  men,  and  however  efficient 
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our  commissioners  may  be,  there  is  no  one  to-day  who  can  speak 
so  authoritatively  but  that  his  interpretation  of  facts  may  be 
challenged  by  men  of  equal  authority,  who  will  also  receive 
as  free  a  hearing  on  the  part  of  the  public.  An  example  is 
furnished  by  one  of  the  articles  below,  dealing  with  the  report 
on  pipe  lines  and  the  oil  industry. 

What  has  been  said  is  not  meant  as  a  criticism  either  of  the 
present  government  officials  or  of  the  value  of  the  "commission 
idea"  in  general.  But  the  former  should  guard  with  jealous 
care  the  influence  they  now  wield;  and  from  the  "commission 
idea"  should  not  be  expected  more  than  it  is  capable  of.  There 
has  been  a  tendency  to  confound  the  powers  of  commissions 
and  the  powers  of  the  courts,  and  to  exaggerate  the  influence 
of  the  former  at  the  expense  of  the  latter.  The  courts,  however, 
will  remain  what  they  have  always  been,  the  great  engine  for 
discovering  truth  and  accomplishing  results.  The  relation  of 
the  two  is  not  unlike  that  between  the  bishop  and  the  judge 
in  the  old  story.  It  was  claimed  that  the  bishop  was  the  greater 
of  the  two  because  he  could  say  "You  be  damned,"  whereas  the 
judge  could  only  say  "You  be  hanged."  To  which  the  reply 
was,  "But  when  the  judge  says  you  be  hanged,  you  are  hanged." 
A  commission  can  say  that  conditions  are  unlawful,  or  immoral 
or  anything  else.  A  court  can  say  only  that  they  are  unlawful, 
but  when  it  does  say  so,  they  are  unlawful, — and  something  is 
done  about  it. 

New  prominence  has  been  given  to  one  method  of  dealing 
with  the  problem  of  capitalization  by  Mr.  E.  M.  Shepard's 
recent  address  before  the  Illinois  Bar  Association.  This  is  the 
proposal  to  abolish  the  nominal  capitalization  of  a  corporation 
altogether,  that  is,  to  have  no  "par  value"  to  the  shares.  The 
scheme  is  one  which  naturally  appeals  to  the  economist  because 
it  is  in  line,  in  some  respects,  with  the  most  scientific  economic 
concepts.  Any  person  at  all  trained  in  economic  thinking  can- 
not fail  to  be  amazed  at  the  general  acceptance  of  the  crude 
fallacy  regarding  the  effects  of  so-called  over-capitalization. 
Nothing  is  more  common  among  a  certain  class  of  magazine 
writers  or  politicians  than  the  statement  that  a  corporation  which 
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is  nominally  capitalia:ed  at  three  times  its  actual  value,  must 
charge  prices  three  times  as  high  as  they  would  otherwise  do 
in  order  to  earn  dividends  on  the  watered  stock-  Consequently 
over-capitalization  is  supposed  to  be  a  cause  of  high  prices  for 
goods  or  services.  The  man  of  ordinary  common  sense  ought 
to  be  able  to  see  that  a  corporation,  like  an  individual,  will  sell 
its  goods  at  the  highest  price  at  which  it  can  dispose  of  its  out- 
put  and  that  the  nominal  capitalization  has  no  more  to  do  with 
its  price  policy  than  the  number  of  buttons  on  the  waistcoat  of 
its  president,  The  scientific  form  of  statement  is  that  the 
capital- value  of  any  individual  thing  or  of  any  concern  is  simply 
its  annual  income-yielding  power  capitalized  at  the  current  rate 
of  interest,  with  due  allowance  of  course  for  the  duration  and 
certainty  of  that  income.  The  market-value  of  the  shares  of 
course  reflects  this  earning  capacity,  and  is  an  estimate  of  the 
real  "capital  value."  Since  the  market  value  may  be  one-tenth 
of  the  par  value,  or  ten  times  the  par  value,  it  would  seem  simpler 
and  more  scientific  to  abolish  par  value  altogether  and  issue 
simply  a  given  number  of  shares,  which  would  represent  in 
name,  what  they  now  do  in  fact,  merely  ownership  in  a  given 
part  of  the  property  with  the  right  to  a  proportional  share  of  the 
dividends  declared.  Let  a  company  issue  100,000  shares  with- 
out any  nominal  value.  Then  the  individual  owning  100  shares 
would  not  think  of  himself  as  holding  $10,000  of  the  stock,  but  of 
owning  one-thousandth  of  the  property,  which  is  what  he  actually 
does.  Since  capital-value  is  nothing  but  the  present  value  of 
future  recurring  incomes,  to  fix  the  capitalization  at  the  start 
before  the  earning  power  is  known  is  scientifically  to  put  the 
cart  before  the  horse.  And  here  as  always  what  is  good  science 
is  good  common  sense. 

On  the  other  hand,  it  would  be  a  grave  mistake  to  suppose 
that  the  whole  problem  of  capitalization  can  be  disposed  of  in 
such  summary  fashion.  Both  our  scientific  analysis  and  our 
evcry-day  understanding  are  made  clearer  by  beginning  at  this 
starting  point.  But  the  public  is  quite  correct  in  believing  that 
the  relation  between  the  actual  ''capital  paid  in,**  and  the  incomes 
subsequently  derived  by  stockholders  is  a  matter  of  real  concern. 
Where  a  private  individual  erects  a  plant  and  proceeds  to  make 
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a  large  income,  the  question  of  the  ratio  of  the  income  to  the 
original  outlay  is  perhaps  a  matter  of  curiosity  but  is  considered 
the  private  business  of  the  capitalist  in  question.  The  corpora- 
tion which  enjoys  privileges  from  the  state  is  in  a  different 
position,  especially  the  corporation  which  has  received  a  franchise 
for  the  use  of  some  portion  of  the  public  property.  It  is  still 
true  that  the  real  capitalization  depends  upon  present  and  pro- 
spective earnings,  that  is,  it  is  nothing  but  the  present  value  of  the 
future  income.  The  right  to  this  future  income  was,  however, 
secured  for  a  certain  price,  and  the  question  is,  was  the  price 
then  paid,  in  the  form  of  capital-wealth,  for  the  right  to  receive 
the  future  income-wealth,  a  low  price  or  a  high  price,  according 
to  the  prevailing  rate  of  capitalization.  If  through  ignorance 
on  the  part  of  the  public,  or  fraud  on  the  part  of  its  agents,  the 
original  transaction  represented  an  exchange  of  present  wealth 
for  future  wealth,  which  after  all  allowance  for  uncertainty 
and  the  like,  was  not  according  to  the  market  rate  for  such 
exchanges,  that  is  according  to  the  market  rate  of  interest,  the 
matter  becomes  a  serious  practical  problem.  The  proposal,  then, 
to  abolish  nominal  capitalization  is  entirely  sensible  as  a  means 
of  making  clear  the  real  nature  of  corporation  shares,  but  does 
not  remove  the  problem  involved  in  regulating  the  relation 
between  the  future  income  and  the  original  outlay  of  corporations 
enjoying  a  public  franchise.  Corporations  are  creatures  of  the 
state  and  no  theory  can  do  away  with  the  fact  that  the  citizens 
who  constitute  the  state  have  a  right  to  know  to  what  extent  the 
privileges  they  have  granted  have  led  to  the  enrichment  or  the 
impoverishment  of  the  grantees. 

The  above  considerations  have  direct  application  to  the  pro- 
posal of  the  administration  to  secure  a  fair  valuation  of  the  rail- 
road properties  of  the  country.  If  this  is  undertaken  on  the 
assumption  that  railroad  tariffs  are  determined  by  capitaliza- 
tion, it  is  undertaken  under  false  premises.  But  if  the  principle 
is  to  be  established  that  railroad  rates  may  be  fixed  by  govern- 
ment authority,  while  the  railroad  property  remains  in  private 
hands,  no  fair  system  of  regulation  is  to  be  expected  without 
some  knowledge  of  the  actual  capital-value  of  such  property. 


REBATES. 

CONTENTS. 

NMiire  and  method  of  discrimination,  p.  119;  rebates »  p*  120;  early  his* 
tory  o(  rebates,  p.  120 ;  elasticity  of  early  system,  p.  122  ;  the  Interstate 
Commerce  Act,  p,  122 ;  amendments  of  i88q  to  include  stiippers  and  provide 
prison  penalties,  p.  124;  unexpected  effect  of  inctuding  shippers,  p,  125; 
shippers  refusing  to  testify  upheld  by  the  courts*  p,  126  ;  consequent  new 
legislation  of  iSgj,  p,  127 ;  opinion  of  Judge  Grosscup^  p,  128 ;  late  decision 
of  Supreme  Court  upholds  the  new  law»  p.  130;  power  to  demand  books 
finally  upheld,  p*  1 30  i  expectation  that  rebates  would  cease  not  fulfilled,  p, 
IJ4;  Elkins  Law,  p,  135;  summary  of  legislation,  p.  137;  varying  opinion 
of  the  Commission  as  to  the  effectiveness  of  legislation,  p.  138;  melancholy 
history  o\  violations,  p.  140;  relative  success  of  policy  of  persuasion,  p,  143; 
working  of  the  Elkins  Law,  p,  147:  report  of  Secretary  Moody  reviewing 
history  of  prosecutions  under  the  various  acts,  p.  148;  real  evil  lies  in 
secrecy,  p.  151 ;    necessity  of  discrimination  according  to  siie  of  shipment, 

TO  discriminate  is,  according  to  the  lexicographers,  to  recog- 
nize  differences.  Apparently,  thereforei  to  discriminate  in 
railway  rates  is  to  recognize  differences  in  traffic  conditions  and 
to  make  the  charges  for  railway  services  conform  to  such  dif- 
ferences. Such  discrimination  is  unquestionably  beneficial,  for, 
in  the  language  of  an  eminent  jurist  quoted  by  Professor  Ely, 
"nothing  can  be  more  unequal  than  the  equal  treatment  of 
unequals/* 

Unjustly  to  discriminate  in  railway  rates  is,  however,  as  bane- 
ful as  just  discrimination  is  beneficial  A  difference  in  rates 
which  exaggerates  actual  differences  in  traffic  conditions,  on  the 
one  handj  or  one  which  fails  ftdly  to  recognize  them,  on  the  other 
hand,  amounts  to  an  unjust  discrimination.  It  is  equally  true 
that  the  absence  of  a  difference  in  rates  where  a  substantial  dif- 
ference in  conditions  warrants  and  demands  a  discrimination  in 
rate-making  must  amount  to  real  injustice  and  constitute  a  real 
as  well  as  a  tedinical  unjust  discrimination. 

Unjust  discriminations  afford  undue  and  unreasonable  advan- 
tages to  particular  persons,  places  or  kinds  of  traffic  and  sub- 
ject other  persons,  places  and  kinds  of  traffic  to  undue  prejudice 
and  disadvantage.    That  some  should  enjoy  improper  advantages 
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and  others  suffer  undue  prejudice  and  loss  is  an  offense  against 
the  moral  sentiment  of  mankind,  an  impediment  to  industrial 
progress  and  a  reproach  to  the  nation  or  community  which  fails 
seriously  to  seek  and  energetically  to  apply  an  effective  remedy. 
Any  secret  device  by  which  a  portion  of  the  charge  for  a 
particular  railway  service,  or  the  amount  legally  required  to  be 
paid  for  such  a  service,  is  remitted  to  the  person  for  whom  the 
service  is  performed,  constitutes  a  rebate.  Such  remission  may 
be  accomplished  by  the  collection  of  less  than  the  legal  charge, 
by  the  repayment  of  a  portion  of  the  amount  collected,  by  the 
performance  of  some  additional  service  not  properly  to  be 
included  in  the  total  charge,  by  underbilling,  by  excessive  mileage 
pa)rments  for  cars  owned  by  the  shipper,  by  the  allowance  of 
imduly  large  proportions  of  the  through  rate  for  terminal  facili- 
ties supplied  by  the  shippers  and  by  countless  other  devices  of 
varying  degrees  of  subtlety.  American  experience  shows  that 
as  the  law  has  made  the  simpler  devices  difficult  and  dangerous, 
the  ingenuity  of  those  desiring  to  receive  or  willing  to  pay 
rebates  has  caused  increasing  resort  to  the  more  subtle  forms. 

There  has  never  been  a  year,  since  the  American  railway  sys- 
tem passed  from  its  earliest  and  crudest  stages,  during  which 
rebates  in  one  form  or  another  have  not  been  an  important  feature 
of  railway  practice.  During  the  period  just  before  the  enactment 
of  the  Interstate  Commerce  law  they  were  the  rule  rather  than 
the  exception.^  Railways  were  then  under  no  legal  obligation, 
so  far  at  least  as  interstate  business  was  concerned,  to  observe 
the  schedules  of  rates  which  they  generally  found  it  convenient 
to  publish,  and  although  they  were  bound  by  the  common  law 
requirement  that  their  charges  should  be  reasonable  and  just, 
it  was  commonly  believed  that  while  performing  one  service  for 
a  rate  in  itself  reasonable  they  might  perform  another  of  sub- 
stantially similar  character  for  a  lower  rate.  Under  these  cir- 
cumstances there  was  freedom  of  contract  between  shipper  and 
carrier.  The  schedules,  which  were  given  more  or  less  pub- 
licly by  the  soliciting  agents  and  other  railway  officers,  were 
the  basis  of  negotiations  rather  than  recognized  standards  of 
charges.  The  shipper  who  desired  services  which  might  be  per- 
*  First  Annual  (1887)  Report  of  the  Intersute  Commerce  Commission,  pp.  5-7. 
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formed  by  two  or  more  railways  "shopped**  freely  among  them, 
and  his  offerings  of  traffic  constituted  a  prize  for  which  the 
officers  of  the  rival  lines  competed  with  a  degree  of  intensity 
directly  proportioned  to  their  volume  or  value.  Competition  for 
the  traffic  of  points  located  on  but  one  railway  may  have  been 
less  obvious  and  direct  but  it  was  not  much  less  actual  nor 
was  it  conducted  in  any  very  diflFerent  manner-  The  individual, 
firm  or  corporation,  which  proposed  the  erection  of  a  new  pro- 
ductive establishment  made  its  purposes  known  to  the  officers 
of  all  the  railways  along  which  eligible  locations  were  to  be 
found  and  the  final  choice  of  situation  was  governed  very  largely 
by  the  concessions  in  freight  charges  which  could  be  contracted 
for  in  advance.  Similarly  those  establishments  whose  owners 
desired  new  outlets  for  their  products,  or  who  desired  to  sell 
more  goods  in  markets  fonnerly  open  to  them,  found  ready 
assistance  from  rate-making  officers;  and  this  aid  frequently 
took  the  form,  using  the  word  in  the  broad  sense  hereinbefore 
indicatetl,  of  a  rebate.  Even  the  development  of  agrarian  com- 
munities was  strongly  influenced  in  the  same  manner.  Railways 
competed,  as  they  still  vigorously  compete^  to  induce  prospective 
settlers  who  proposed  to  engage  in  farming  to  locate  along  their 
lines,  and  the  principal  terms  of  the  competition,  then  as  now, 
were  the  rates  on  farm  products.  Then,  however,  it  was  easy 
to  carry  out  the  competition  by  offering  rebates  to  grain  buyers, 
and  the  device  had  the  advantage  that  it  might  for  a  time  con- 
ceal from  actual  and  potential  rivals  the  degree  of  rivalry  which 
they  would  have  to  meet  in  order  to  be  successful* 

In  short,  rebates,  prior  to  1887,  were  the  handy  weapon  of 
interstate  railway  competition.  They  were  checked  only  by  the 
consciousness  of  railway  officers  that  they  fostered  an  unbridled 
competition  that  often  resulted  in  doing  business  at  a  loss,  a 
consciousness  which,  when  brought  sharply  home  to  some  officers 
and  owners  by  seriously  depleted  revenues  and  even  by  bank- 
ruptcies, resulted  in  agreements  to  maintain  equal  rates  via  rival 
routes,  and,  in  some  cases,  to  divide  competitive  traffic,  or  all  or 
a  part  of  the  earnings  therefrom,  in  fixed  proportions.  If 
beyond  this  consciousness  and  the  arrangements  which  resulted 
from  it  there  was  any  check  upon  rebating,  it  resulted  from  a 
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growing  public  opinion  which  condemned,  as  immoral,  prac- 
tices that,  without  entire  accuracy,  were  commonly  assumed 
always  to  be  means  by  which  unjust  discrimination  was  effected. 

Whatever  may  be  the  faults,  and  it  is  not  suggested  that  they 
are  not  grievous,  of  such  a  system  of  rate-making  as  that  which 
has  been  outlined,  it  possesses  the  great  merit  of  elasticity.  No 
one  will  adequately  apprehend  the  conditions  which  existed  prior 
to  the  enactment  of  the  Interstate  Commerce  law  if  he  fails  to 
perceive  the  readiness  with  which  it  permitted  the  adaptation  of 
the  charges  for  railway  services  to  the  successive  states  of  an 
intensely  dynamic  and  rapidly  changing  industrial  organization. 
The  unjust  personal  discriminations  which  were  equally  possible 
and  perhaps  even  more  probable  under  unrestricted  rebating 
doubtless  produced  irreparable  injuries  to  some,  but  it  may  still 
be  questioned  whether,  during  the  earlier  portion  of  the  period 
characterized  by  the  practice  which  is  now  so  strongly  con- 
demned, its  existence  was  not,  upon  the  whole,  favorable  to  the 
industrial  upbuilding  of  the  nation. 

Since  April  4,  1887,  the  date  on  which  the  Interstate  Com- 
merce law  became  effective,  the  publication  of  rate  schedules  has 
been  required  by  law  and  any  deviation  from  the  charges  thus 
indicated  has  been  an  offense  against  the  laws  of  the  United 
States  punishable  as  a  misdemeanor.  The  section  in  the  law,  as 
originally  adopted,  requiring  the  publication  of  the  schedules 
contains  the  following: 

"And  when  any  such  common  carrier  shall  have  established 
and  published  its  rates,  fares  and  charges  in  compliance  with  the 
provisions  of  this  section,  it  shall  be  unlawful  for  such  common 
carrier  to  charge,  demand,  collect,  or  receive  from  any  person  or 
persons  a  greater  or  less  compensation  for  the  transportation  of 
passengers  or  property,  or  for  any  services  in  connection  there- 
with, than  is  specified  in  such  published  schedules  of  rates,  fares 
and  charges  as  may  at  that  time  be  in  force." 

The  second  section  of  the  original  act  reads  as  follows : 

"That  if  any  common  carrier  subject  to  the  provisions  of  this 
act  shall,  directly  or  indirectly,  by  any  special  rate,  rebate,  draw- 
back or  other  device,  charge,  demand,  collect  or  receive  from 
any  person  or  persons  a  greater  or  less  compensation  for  any 
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service  rendered,  or  to  be  rendered,  in  the  transportation  of  pas- 
sengers or  property;  subject  to  the  provisions  of  this  act,  than 
it  charges,  demands,  collects,  or  receives  from  any  other  person 
or  persons  for  doing  for  him  or  them  a  like  and  contemporaneous 
service  in  the  transportation  of  a  like  kind  of  traffic  under  sub- 
stantially similar  circumstances  and  conditions,  such  common  car- 
riers shall  be  deemed  guilty  of  unjust  discrimination,  which  is 
hereby  proliibited  and  declared  to  be  unlawful*" 

It  may  well  be  doubted  whether  the  section  just  quoted  pro- 
hibits anything  possible  to  general  railway  practice  which  is  not 
forbidden  by  the  broader  language  quoted  from  the  sixth  section, 
and  this  doubt  is  accentuated  when  the  necessity  of  formu- 
lating the  published  rate  schedules  in  accordance  with  the  require- 
ments of  the  third  section  (which  prohibits  undue  preferences) 
IS  taken  into  account.  Special  rates  which  would  cover  the 
performance  of  a  service  for  one  individual  or  group  of  individ- 
uals for  a  smaller  payment  than  was  exacted  from  some  other 
person  or  group  '*for  a  like  and  contemporaneous  service  in  the 
transportation  of  a  like  kind  of  traffic  under  substantially  similar 
circumstances  and  conditions"  certainly  could  not  be  provided 
in  published  rate  schedules  unless  these  afforded  an  obvious 
"undue  or  unreasonable  preference  or  advantage'*^  to  some  "per- 
son*  company,  firm,  corporation  or  locality,"^  or  some  **particular 
description  of  traffic."^  The  only  way  in  which  such  special 
rates  could  be  granted,  therefore,  would  be  by  such  departures 
from  the  published  rates  as  those  broadly  prohibited  by  the  sixth 
section.  What  is  true  of  any  '*special  rate*'  is  more  apparently 
true  of  any  "rebate,  drawback,  or  other  device"  intended  to 
operate  so  as  to  make  the  charge  to  one  railway  patron  lower 
than  that  exacted  for  like  and  contemporaneous  service  per- 
formed for  some  other  patron.  The  strict  observance  of  legally 
complete  and  properly  published  rate  schedules  would  prevent 
violation  of  the  law  by  any  of  the  means  enumerated  or  implied 
in  the  second  section. 

The  first  five  sections  of  the  Interstate  Commerce  law  and 
that  portion  of  the  sixth  section  which  has  been  quoted  remain 
to-day  in  precisely  the  fonn  of  their  original  enactment.    Some 

*  These  terms  are  used  in  tlie  third  section. 
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additional  meaning  has,  perhaps,  been  given  to  the  specific  pro- 
hibition of  the  second  section  by  changes  in  the  penalties  pro- 
vided by  the  law.  Originally  the  statute  provided  no  penalties 
except  those  directed  against  railway  officers,  employees  or 
agents  and  no  distinction  was  made  between  different  forms  of 
violations.  Any  willful  violation  was,  from  April  5,  1887,  to 
March  i,  1889,  inclusive,  a  misdemeanor  punishable  by  a  fine 
of  not  to  exceed  five  thousand  dollars.  In  its  second  annual 
report  the  Interstate  Commerce  Commission  urged  upon  Con- 
gress the  desirability  of  making  the  penalties  of  the  Act  applic- 
able to  shippers  guilty  of  participation  in  its  violation,  and  at 
the  same  time  suggestions  were  made,  in  which  the  Commission 
was  understood  to  concur,  that  imprisonment  constitutes  the  only 
penalty  sufficiently  dreaded  to  check  adequately  certain  classes 
of  offenses  against  the  statute.  These  views  apparently  impressed 
themselves  upon  Congress,  for  an  amendment  to  the  tenth 
section  of  the  law,  which  took  effect  on  March  2,  1889,  brought 
shippers  within  the  scope  of  its  penalties ;  and  "imprisonment  in 
the  penitentiary  for  a  term  of  not  exceeding  two  years"  was,  in 
the  case  of  violations  which  amount  to  "an  unlawful  discrimina- 
tion in  rates,  fares  or  charges,'*  made  a  punishment  available  in 
the  discretion  of  the  court  as  an  alternative  or  supplement  to  the 
fine  theretofore  provided  for.  The  same  amendment  declared 
that  either  or  both  penalties  might  be  incurred  by  any  one  who : — 

** by  means  of  false  billing,  false  classification, 

false  weighing,  or  false  report  of  weight,  or  by  any  other  device 
or  means,  shall  knowingly  and  willfully  assist,  or  shall  willingly 
suffer  or  permit,  any  person  or  persons  to  obtain  transportation 
for  property  at  less  than  the  regular  rates  then  established  and 
in  force " 

Furthermore,  the  provisions  containing  this  declaration  were 
made  to  include  shippers  and  their  agents  as  well  as  the  officers 
and  agents  of  the  carrying  company.  Singularly  enough  a  most 
natural  consequence  of  the  expansion  of  the  penal  provisions  of 
the  statute  so  as  to  include  both  parties  to  rebate  payments  does 
not  appear  to  have  been  at  all  anticipated.  Rebate  contracts  are 
not  usually  negotiated  before  large  audiences  nor  are  rebate 
payments  commonly  made  upon  street  corners.     An  essential 
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dement  in  these  practices,  quite  aside  from  their  legality,  is  the 
secrecy  with  which  they  are  conducted  Now  it  is  obvious  that, 
under  a  law  the  penakies  of  which  include  the  recipient  of  a 
rebate  and  his  agents  as  well  as  the  officers  and  agents  of  the 
carrier,  knowledge  of  the  acts  constituting  the  misdemeanor  may 
often  be  confined  to  those  liable  to  prosecution  and  punishment 
therefor.  Under  such  circumstances  it  might  easily  happen  that 
in  an  important  case  ever>^  available  witness  would  be  in  a  posi- 
tion to  plead  the  protection  of  Article  V  of  the  Amendments  to 
the  Constitution  of  the  United  States  that  "no  person  .  .  , 
shall  be  compelled  in  any  criminal  case  to  be  a  witness  against 
himself,"  and  to  decline  to  testify.  If  this  possibility  was  not 
foreseen  its  existence  was  speedily  brought  to  the  attention  of 
those  charged  with  the  duty  of  enforcing  the  statute. 

The  amendment  extending  to  shippers  the  penalties  for  rebat- 
ing received  Presidential  approval  on  March  2,  1889,  and 
on  November  21,  1890,  one  Charles  Counselman,  an  extensive 
shipper  of  grain,  being  before  the  Federal  grand  jury  for  the 
Northern  District  of  Illinois,  which  was  then  engaged  in  an 
inquiry  concerning  alleged  violations  of  the  Interstate  Commerce 
laWt  the  following  question  and  answer,  among  others,  were 
recorded : — 

''Question.  'Have  you  during  the  past  year,  Mr,  Counselman* 
obtained  a  rate  for  the  transportation  of  your  grain  on  any  of 
the  railroads  coming  to  Chicago  from  points  outside  of  this  State 
less  than  the  tariff  or  open  rate?' 


"Answer,  'That  I  decline  to  answer,  Mr. 
ground  that  it  might  tend  to  criminate  me/ 
Rep.,  327. 


Milchrist*  on  the 
* — 3  Inten  Com. 


This  refusal  to  testify  being  promptly  reported  to  the  district 
judge,  an  order  requiring  the  witness  to  answer  the  question 
quoted  and  others  of  similar  import  was  entered.  The  witness, 
however,  persisted  in  his  refusal,  and  in  consequence  of  this 
refusal  was  ordered  to  pay  a  fine  of  $500  and  to  remain  in  the 
custody  of  the  United  States  marshal  until  he  should  answer 
the  questions  and  all  questions  of  similar  character.  Judge 
Gresham,  then  sitting  as  circuit  judge,  refused,  on  this  state  of 
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facts,  to  grant  a  writ  of  habeas  corpus,*  holding  that  Section  860 
of  the  Revised  Statutes  affords  immunity  equal  to  that  of  the 
Fifth  Amendment.  This  section  of  the  Revised  Statutes  is  as 
follows : 

"No  pleading  of  a  party,  nor  any  discovery  or  evidence 
obtained  from  a  party  or  witness  by  means  of  a  judicial  pro- 
ceeding in  this  or  any  foreign  country,  shall  be  given  in  evidence, 
or  in  any  manner  used  against  him  or  his  property  or  estate, 
in  any  court  of  the  United  States  in  any  criminal  proceedings 
or  for  the  enforcement  of  any  penalty  or  forfeiture :  Provided, 
That  this  section  shall  not  exempt  any  party  or  witness  from 
prosecution  and  punishment  for  perjury  committed  in  discover- 
ing or  testifying  as  aforesaid." 

The  dismissal  of  the  writ  of  habeas  corpus  by  Judge  Gresham 
was  appealed  from  and  on  January  11,  1892,  the  Supreme  Court 
of  the  United  States  reversed  the  decision  of  the  Circuit  Court 
and  remanded  the  case  to  that  court  with  a  direction  to  dis- 
charge the  appellant  from  custody.  The  principle  of  law  applied 
in  the  opinion  of  the  Supreme  Court  is  indicated  by  the  following 
quotations : — 

"It  remains  to  consider  whether  Section  860  of  the  Revised 
Statutes  removes  the  protection  of  the  Constitutional  privilege 
of  Counselman.  That  section  .  .  .  protected  him  against  the 
use  of  his  testimony  against  him  or  his  property  in  any  prosecu- 
tion against  him  or  his  property,  in  any  criminal  proceeding,  in 
a  court  of  the  United  States.  But  it  had  only  that  effect.  It 
could  not,  and  would  not,  prevent  the  use  of  his  testimony  to 
search  out  other  testimony  to  be  used  against  him  or  his  property, 
in  a  criminal  proceeding  in  such  court.  It  could  not  prevent  the 
obtaining  and  the  use  of  witnesses  and  evidence  which  should 
be  attributable  directly  to  the  testimony  he  might  give  under 
compulsion,  and  on  which  he  might  be  convicted,  when  other- 
wise, and  if  he  had  refused  to  answer  he  could  not  possibly  have 
been  convicted.  .  .  the  protection  of  Section  860  is  not  coex- 
tensive with  the  constitutional  provision.  Legislation  cannot 
detract  from  the  privilege  afforded  by  the  Constitution." — Coun- 
selman V.  Hitchcock,  142  U.  S.,  547. 

Following  the  foregoing,  the  opinion  of  the  Supreme  Court 
proceeded  to  discuss  at  some  length  the  effect  of  the  statutes  of 

>  3  Inter.  Com.  Rep.,  337.    44  Fed.  Rep.,  368. 
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certain  States,  the  legislatures  of  which  had  attempted  to  secure 
testimony  from  persons  who  might  otherwise  plead  the  protec- 
tion of  constitutional  exemptions  similar  to  that  of  the  Fifth 
Amendment  to  the  Federal  constitution,  by  forbidding  future 
criminal  prosecutions  against  such  witnesses.  After  citing  a 
number  of  adjudicated  cases  the  court  said: — 

"We  are  clearly  of  opinion  that  no  statute  which  leaves  the 
party  or  witness  subject  to  prosecution  after  he  answers  the 
criminating  questions  put  to  him,  can  have  the  effect  of  supple- 
menting the  privilege  conferred  by  the  Constitution  of  the  United 
States,  .  ,  In  view  of  the  constitutional  provision  a  statu- 
tory enactment  to  be  valid,  must  afford  absolute  immunity  for 
the  offense  to  which  the  question  relates." — Counselman  v, 
Hitchcock,  142  U,  S*,  547. 

This  decision  and  its  consequence  were  first  explained  to  Con- 
gress  in  the  Annual  Report  which  the  Interstate  Commerce  Com- 
mission submitted  on  December  i,  1892,  and  the  prompt  action  of 
the  national  legislature  illustrates  its  customar>^  readiness  to 
adopt  the  reasonable  recommendations  of  the  Conimission.  The 
change  in  the  statutory  protection  afforded  this  class  of  wit- 
nesses, plainly  suggested  by  the  Supreme  Court  and  urged  by 
the  Commission,  was  enacted  and  received  Presidential  sanction 
just  two  months  and  ten  days  after  the  date  of  the  Commission's 
report.  The  following  provision  of  law  was  approved  on  Feb- 
ruary II,  1893  :■ — 

"That  no  person  shall  be  excused  from  attending  and  testifying 
or  from  producing  books,  papers,  tariffs,  contracts,  agree- 
ments and  documents  before  the  Interstate  Commerce  Commis- 
sion, or  in  obedience  to  the  subpoena  of  the  Commission,  whether 
such  subpoena  be  signed  or  issued  by  one  or  more  Commissioners, 
or  in  any  cause  or  proceeding,  criminal  or  otherwise,  based  upon 
or  growing  out  of  any  alleged  violation  of  the  Act  of  Congress, 
entitled — **An  act  to  regulate  commerce,"  approved  February 
fourth,  eighteen  hundred  and  eighty-seven,  or  of  any  amend- 
ment thereof,  on  the  ground  or  for  the  reason  that  the  testimony 
or  evidence,  documentary  or  otherwise,  required  of  him,  may  tend 
to  criminate  him  or  subject  him  to  a  penalty  or  forfeiture. 

But  no  person  shall  be  prosecuted  or  subjected  to  any  penalty  or 
forfeiture  for  or  on  account  of  any  transaction,  matter  or  thing, 
concerning  which  he  may  testify,  or  produce  evidence  docu- 
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mentary  or  otherwise,  before  said  Coinniission,  or  in  obedience  to 
its  subpoena  or  the  subpoena  of  either  of  them,  or  in  any  such 
case  or  proceeding/' 

Almost  precisely  a  year  after  the  enactment  of  the  foregoing, 
on  February  i6,  1894,  to  be  exact,  the  Federal  grand  jurors 
for  the  Northern  District  of  Illinois,  being  engaged  in  an  inquiry 
concerning  alleged  violations  of  the  Interstate  Commerce  law, 
two  witnesses  declined  to  respond  to  certain  inquiries  upon  the 
ground  that  their  answers  would  tend  to  criminate  them.  The 
validity  of  the  law  of  February  1 1»  1893,  was  thus  brought  before 
Judge  Grosscup,  who  was  then  sitting  as  district  judge,  and  on 
February  26,  1894,  he  declined  to  punish  them  for  their  refusals 
to  testify.  Although  the  Supreme  Court  subsequently  took  an 
opposite  view  of  the  questions  involved,  the  opinion  of  this  great 
publicist  and  justly  distinguished  jurist  merits  quotation  on 
account  of  its  characteristic  breadth  of  view : — 

"The  case  at  bar,  like  those  cited,  inspires  no  wish  in  tlie  court 
to  protect  the  witnesses.  The  Interstate  Commerce  act  is  a  law  of 
the  land,  and  the  witnesses  ask  for  the  protection  of  the  Amend- 
ment under  circumstances  which  indicate  that,  having  violated 
it  before,  they  have  no  intention  to  cease  violating  it  now.  It  is 
the  contest  of  the  people  who  disbelieve  in  the  expediency  of  the 
law  against  the  attempt  to  enforce  it.  The  protection  is  asked,  not 
so  much  to  keep  inviolate  the  secrets  of  the  human  breast,  as  to 
have  immunity  in  further  violating  a  law  of  the  land.  Judged 
by  this  specific  instance,  the  Fifth  Amendment,  if  construed 
broadly  enough  to  afford  the  witnesses  immunity  against  testi- 
fying, is  an  obstruction  in  the  path  of  the  administration  of 
law.  But  the  Fifth  Amendment  must  not  be  judged  by  a  single 
specific  instance.  It  was  placed  in  the  organic  law  of  the  land 
for  a  purpose  and  that  purpose,  when  ascertained,  must  be 
enforced,  howsoever  it  may  effect  sporadic  cases^  or  even  the 

great  body  of  cases,  that  may  come  before  the  court 

The  privilege  which  tlie  f ramers  of  the  Amendment  secured  was 
silence  against  the  accusation  of  the  Federal  government,— 
silence  against  the  right  of  the  Federal  government  to  seek  out 
data  for  an  accusation.  This  privilege  of  silence  was,  as  they 
believe,  and  as  events  then  lojked,  in  the  interest  of  progress 
and  personal  happiness,  as  against  the  narrow  views  of  adven- 
titious powen  Did  they  originate  such  a  privilege  simply  to 
safeguard  themselves  against  the  law-inflicted  [)enalties  and  for- 
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feitures?     Did  they  take  no  thought  of  the  pains  of  practical 

outlawT)^?  The  stated  penalties  and  forfeitures  of  the  law 
might  be  set  aside;  but  was  there  no  pain  in  disfavor  and 
odiuin  among  neighbors,  in  excommunication  from  church  or 
societies  that  might  be  governed  by  the  prevailing  views,  in  the 
private  liabiUties  that  the  law  might  authorize,  or  in  the  unfath- 
omable  disgrace,  not  susceptible  of  formulation  in  language, 
which  a  known  violation  of  law  brings  upon  the  offender.  ,  .  . 
I  cannot  think  so, 

"Happily,  the  day  when  this  immunity  is  needed  seems  to  be 
oven  It  is  difficult  for  us,  who  live  in  a  time  when  there  are 
few,  if  any,  definitions  of  crime  that  do  not  meet  with  the 
approval  of  universal  intelligence  and  conscience*  to  appreciate 
these  conceptions  of  our  fathers  .  ,  ,  when  we  see  the  shield 
held  before  the  bril>er,  the  liquor  seller,  the  usury  taker,  the 
duelist,  and  the  other  violators  of  accepted  law,  we  are  moved 
to  break  or  cast  it  aside,  unmindful  of  the  splendid  purpose  that 
first  threw  it  forward.  But  whatever  its  disadvantages  now,  it 
is  a  fixed  privilege,  until  taken  down  by  the  same  power  that 
extended  it  It  is  not  certain,  either,  that  it  may  not  yet  serv^e 
some  useful  purpose*  The  oppression  of  crowns  and  principali- 
ties is  unquestionably  over,  but  the  more  frightful  oppression 
of  selfish,  ruthless  and  merciless  majorities  may  yet  constitute 
one  of  the  chapters  of  future  history.  In  my  opinion,  the  privi- 
lege of  silence,  against  a  criminal  accusation,  guaranteed  by  the 
Fifth  Amendment,  was  meant  to  extend  to  all  the  consequences 
of  disclosure/' — U.  S<  v,  James,  5  Inter.  Com.  Rep.,  584-588, 
60  Fed,  Rep.  257. 

No  appeal  could  be  taken  by  the  government  from  Judge 
Grosscup's  decision  and  although  the  Interstate  Commerce  Com- 
mission declared,  in  reference  to  the  Counselman  and  James 
cases,  that: — 

"It  will  thus  appear  that  for  more  than  five  years,  last  past. 
it  has  been  impracticable  to  obtain  testimony  on  which  to  enforce 
the  penal  provisions  of  the  act,  the  statute  having  received  a 
construction  which  made  it  impossible  to  obtain  evidence  of  guilt, 
though  a  ver>^  few  convictions  of  no  great  importance  have  been 
secured  upon  testimony  casual  and  accidental/* — Ninth  Annual 
Report  (1895),  p,  9. 

It  appears  that  it  was  not  until  May  6,  1895,  ^nore  than  a  year 
after  it  was  decided,  that  a  case  of  similar  character  could  be 
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brought  in  another  jurisdiction.  On  the  date  last  mentioned, 
however,  Theodore  F*  Brown ♦  a  railway  officer,  declined*  while 
before  the  Federal  grand  jury  for  the  Western  District  of  Penn- 
sylvania, to  give  testimony  which  he  declared  "would  tend  to 
accuse  and  criminate"  himself.  This  refusal  being  reported  to 
the  District  Court,  a  rule  requiring  him  to  answer  was  issued 
and  as  he  persisted  in  his  refusal  he  was  adjudged  guilty  of 
contempt,  sentenced  to  pay  a  fine  and  ordered  to  remain  in  the 
custody  of  the  United  States  marshal  until  the  fine  should  be 
paid,  A  petition  for  a  writ  of  habeas  corpus  was  denied  by  the 
Circuit  Court  (5  Inter.  Com,  Rep,,  300)  and  on  appeal  to  the 
Supreme  Court  the  judgment  of  the  low^er  court  was  affirmed. 
Justices  Field  and  Shiras  dissenting.  The  opinion  of  the 
majority  of  the  Supreme  Court  was  prepared  by  Mr.  Justice 
Brown  and  includes  the  following : 

"The   act   of    Congress    in    question    securing   to  witnesses 
immunity    from  prosecution    is    virtually    an    act   of    general 
amnesty,     ......     It  is  entirely  true  that  the  statute 

does  not  purport,  nor  is  it  possible  for  any  statute,  to  shield  the 
witness  from  the  personal  disgrace  or  opprobrium  attaching  to 
the  exposure  of  his  crime;  but  .  .  .  if  the  proposed  testi- 
mony is  material  to  the  issue  on  trial,  the  fact  that  the  testimony 
may  tend  to  degrade  the  witness  in  public  estimation  does  not 
exempt  him  from  the  dut>^  of  disclosure.  A  person  who  com- 
mits a  criminal  act  is  bound  to  contemplate  the  consequences  of 
exposure  to  his  good  name  and  reputation,  and  ought  not  to  call 
upon  the  courts  to  protect  that  which  he  has  himself  esteemed 
to  be  of  such  little  value.  .  .  The  design  of  the  constitutional 
privilege  is  not  to  aid  the  witness  in  vindicating  his  character, 
but  to  protect  him  against  being  compelled  to  furnish  evidence 
to  convict  him  of  a  criminal  "charge.  If  he  secure  legal  immunity 
from  prosecution,  the  possible  impairment  of  his  good  name  isi 
a  penalty  which  it  is  reasonable  he  should  be  compelled  to  pay 
for  the  common  good.  If  it  be  once  conceded  that  the  fact  that 
his  testimony  may  tend  to  bring  the  witness  into  disrepute, 
though  not  to  incriminate  him,  does  not  entitle  him  to  the  privi- 
lege of  silence,  it  necessarily  follows  that  if  it  also  tends  to 
incriminate,  but  at  the  same  time  operates  as  a  pardon  for  the 
offense,  the  fact  that  the  disgrace  remains  no  more  entitles  him 
to  immunity  in  this  case  than  in  the  other,  .  >  »  While  the 
constitutional  provision  in  question  is  justly  regarded  as  one 
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of  the  most  valuable  prerogatives  of  the  citizen,  its  object  is  fully 
accomplished  by  the  statutory  immunity,  and  we  are  there  fore  J 
of  opinion  that  the  witness  was  compellable  to  answer,     ,     . 
— Brown  v.  Walker,  5  Inter.  Com,  Rep.^  381,  390.     161  U.  S*, 

The  decision  of  the  Supreme  Court  in  the  Brown  case  was 
rendered  on  March  23.  1896,  and  w^as  at  once  heralded  as  clear- 
ing the  way  for  the  complete  eradication  of  rebates.  The  Inter- 
state Commerce  Commission  in  its  Tenth  Annual  Report 
(1895,  p.  27)  strongly  indicated  its  belief  that  thereafter  there 
would  be  little  difficulty  in  detecting  and  punishing  deviations 
from  the  published  schedules  of  rates. 

The  law  of  February  11,  1893,  which  has  just  been  considered, 
had  for  its  specific  object  the  removal  of  opportunity  to  escape 
giving  testimony  concerning  violations  of  the  Interstate  Com- 
merce law  by  claiming  the  Constitutional  protection  against 
compulsory  self-incrimination.  The  James  and  Brown  cases 
relate  to  the  production  of  testimony  before  grand  juries  and  so 
did  the  Counselman  case,  based  upon  the  earlier  statutory  pro- 
vision, which  preceded  them.  While  this  litigation  was  in  pro- 
gress an  entirely  different  question  arose  through  litigation 
which  challenged  the  validity  of  the  statutory  means  provided 
for  requiring  any  testimony  whatever  in  proceedings  before  the 
Interstate  Commerce  Commission. 

The  twelfth  section  of  the  Interstate  Commerce  law  author- 
izes the  Commission  to  issue  subpoenas  and  subpoenas  duces 
tecum  and  proceeds  as  follows  :— 

**And  in  case  of  disobedience  to  a  subpoena  the  Commission^ 
or  any  party  to  a  proceeding  before  the  Commission^  may  invoke 
the  aid  of  any  court  of  the  United  States  in  requiring  the  atten- 
dance and  testimony  of  witnesses  and  the  production  of  books, 
papers,  and  documents  under  the  provisions  of  this  section. 
And  any  of  the  circuit  courts  of  the  United  States  within  the 
jurisdiction  of  which  such  inquiry  is  carried  on  may,  in  case  of 
contumacy  or  refusal  to  obey  a  subpoena  issued  to  any  common 
carrier  subject  to  the  provisions  of  this  act,  or  other  person, 
issue  an  order  requiring  such  common  carrier  or  other  person  to 
appear  before  said  Commission  (and  produce  books  and  papers 
if  so  ordered)  and  give  evidence  touching  the  matter  in  question; 


132 


Yale  Review. 


[Aug. 


and  any  failure  to  obey  such  order  of  the  court  may  be  punished 
by  such  court  as  a  contempt  thereof/*^ 

On  June  r8,  1892,  the  Commission  made  an  order  requiring' 
certain  railway  companies  to  appear  before  it  on  July  13,  follow- 
tng,  at  Chicago,  "to  answer  an  informal  complaint,  made  by 
unknown  persons/'^ 

At  the  hearing  which  followed,  some  of  the  witnesses,  acting 
upon  advice  of  counsel,  refused  to  produce  the  books  of  their] 
companies  or  to  answer  certain  questions.  The  Conmiission  then 
applied  to  the  United  States  Circuit  Court  for  the  Northern 
District  of  Illinois,  in  accordance  with  the  twelfth  section,  for 
an  order  compelling  the  production  of  the  books  and  requiring 
answers  to  the  inquiries  propounded.  The  decision  dismissing 
this  application  was  rendered  by  the  late  Judge  Walter  Q. 
Gresham  and  is  epitomised  in  the  following  quotations : — 

"The  apphcation  of  an  administrative  body  (and  we  are  now 
considering  such  an  application)  to  a  judicial  tribunal  for  the 
exercise  of  its  functions  in  aid  of  the  execution  of  non-judicial 
duties  does  not  make  a  'case*  or  'controversy'  upon  which  the 
judicial  power  can  be  brought  to  bear.  .  ,  Congress  cannot 
make  the  judicial  department  the  mere  adjunct  or  instrument 
of  either  of  the  other  departments  of  government.  .... 
Undoubtedly  Congress  may  confer  upon  a  non- judicial  body 
authority  to  obtain  information  necessary  for  legitimate  govern- 
mental purposes,  and  make  refusal  to  appear  and  testify  before 
it  touching  matters  pertinent  to  any  authorized  inquiry  an 
offense  punishable  by  the  courts,  ,  ,  .  A  prosecution  or  an 
action  for  violation  of  such  a  statute  would  clearly  be  an  original 
suit  or  controversy  between  parties  within  the  meaning  of  the 
Constitution,  and  not  a  mere  application,  like  the  present  one,  for 
the  exercise  of  the  judicial  power  in  aid  of  a  non-judicial  body. 
So  much  of  Section  Twelve  as  authorizes  or  requires  the  courts 
to  use  their  process  in  aid  of  inquiries  before  the  Interstate  Com- 
merce Commission  is  unconstitutional  and  void/*  Re  application 
of  the  Interstate  Commerce  Commission  for  an  order  upon  W.  G. 
Brimson,  et  al,  4  Inter.  Com,  Rep.,  317-318, 

1  This  portion  of  Section  Twelve  Is  quoted  as  it  has  stood  since  March  l,  i SS9, 
The  first  sentence  read  differcoily  in  ihe  origmal  enactment,  but  it  is  not  clear 
that  its  meaning  was  changed  by  the  amendment. 

*  Statement  of  the  ca»c  by  the  late  Jud^e  Waller  Q*  Gresham,  4  Inter.  Com. 
Rep*,  316. 
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The  Commission  appealed  to  the  Supreme  Court  of  the  United 
States  and  succeeded  in  obtaining  a  reversal  of  the  opinion  of 
Judge  Gresham.^  This  section  of  the  Supreme  Court  had  the 
assent  of  but  a  bare  majority,  as  Justices  Brewer  and  Jackson 
with  Chief  Justice  Fuller  joined  in  a  dissenting  opinion  and 
Justice  Field  did  not  sit  in  the  case  and  took  no  part  in  its 
determination.  The  opinion,  by  Mr.  Justice  Harlan,  handed 
down  on  May  26t  1894,  declares  that,  when  the  means  for  com- 
pelUng  testimony  provided  in  the  twelfth  section  are  invoked, 
distinct  issues,  sufficient  to  make  up  a  "case  or  controversy" 
within  the  meaning  of  the  Constitution,  arise  between  the  United 
States  and  the  recalcitrant  witness.    Continuing,  it  is  declared : — 

"And  those  issues  made  in  the  form  prescribed  by  the  Act  of 

Congress  are  so  presented  that  the  judicial  power  is  capable 
of  acting  on  them.  The  question  so  presented  is  substantially, 
if  not  precisely,  that  which  would  arise  if  the  witness  was  pro- 
ceeded against  by  indictment  under  an  Act  of  Congress  declaring 
!t  to  be  an  offense  against  the  United  States  for  any  one  to 
refuse  to  testify  before  the  Commission/' — Interstate  Com- 
merce Commission  vs.  Brimson,  4  Inter.  Com.  Rep*,  555,  154 
U.  S.,  447- 

The  final  decisions  in  the  Brown  and  Brimson  cases  were 
unqualifiedly  favorable  to  the  Commission  and  it  was  commonly 
believed  that  they  would  put  an  end  to  rebates  in  all  their  forms. 
Five  pages  of  the  Tenth  Annual  (1896)  Report  of  the  Commis- 
sion are  devoted  to  an  explanation  of  the  decision  in  the  Brown 
case  and  its  hearing  upon  the  problems  of  railway  regulation. 
The  Commission  said,  in  part : — 

"This  decision  seems  to  have  effectually  removed  the  embar- 
rassments hitherto  encountered  in  obtaining  the  testimony  of 
unwilling  witnesses  in  penal  cases;  while  under  it  and  the 
ruling  of  the  Supreme  Court  in  1894  in  the  Brimson  case  little 
difficulty  is  now  experienced  in  securing  the  attendance  and  testi- 
mony of  such  witnesses  in  proceedings  before  the  Commission. 
It  is  worthy  of  mention  that  the  power  and  authority  affirmed  by 
these  decisions  is  so  fully  recognized  that  in  the  course  of  recent 
investigations  by  the  Commission  no  attempt  has  been  discovered 
to  conceal  the  facts  pertinent  to  an  inquiry  or  to  prevent  the  dis- 

*  r54  U.  S.p  447.     For  dissenting  opinion  sec  155  U»  S..  3. 
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closure  of  any  desired  information/'— Tenth  Annual   Report 
(1896),  p.  ^j. 

In  spite,  however,  of  the  confidence  expressed  by  the  foregoing 
the  operation  of  the  law  which  had  been  thus  adjusted  and  read- 
justed to  meet  the  wishes  of  the  Commission  did  not  result  to 
its  satisfaction.  New  recommendations  were  deemed  necessary 
and,  on  January  17,  1902,  the  Commission  said; — 

**The  criminal  provisions  of  the  law  should  be  further  and 
generally  amended  with  the  view  of  removing  their  ambiguities 
and  giving  to  those  provisions  the  strength  and  enforceabiUty 
which  come  from  definiteness  of  statement." — Fifteenth  Annual 
Report  (i90i)*  p,  8, 

The  reasons  urged  in  support  of  this  recommendation  were  sum- 
marized, in  the  same  report,  as  follows : — 

**The  Act  requires  carriers  to  publish  interstate  rates  and 
adhere  to  such  pubHshed  tariffs.  But  the  tenth  section,  as  con- 
strued by  the  courts,  does  not  punish,  otherwise  than  by  a  pos- 
sibly nominal  fine,*  a  departure  from  the  published  tariff,  unless 
there  is  actual  discrimination  between  shippers.  To  convict  for 
unjust  discrimination  it  is  necessary  to  show  not  merely  that  the 
railway  company  paid  a  rebate  to  a  particular  shipper,  but  it  must 
also  be  shown  that  it  did  not  pay  the  same  rebate  to  some  other 
shipper  with  respect  to  the  same  kind  of  traffic  moving  at  the 
same  time  under  similar  conditions.  As  a  practical  matter  this 
is  almost  always  impossible.    For  this  reason  prosecutions  other- 

*The  fine  fixed  by  the  statute,  from  the  enactment  of  the  law  to  ibe  date  on 
which  the  report  quoted  was  published,  and  thereafter  until  February  1(|,  1903, 
was  **  not  to  exceed  $5,000/'  Only  a  lack  of  confidence  in  the  Federal  judiciary 
Is  expressed  by  the  suggestion  that  such  fines  might,  improperly,  be  made 
"nominal"';  only  a  desire  to  impnsoD  the  defendants  could  lead  to  a  prefcf> 
cnce  for  proceeding  for  *' unjust  discrLmination"  instead  of  **  departure  from  the 
pubHshed  tanff."  Even  if  imprisonment  were  the  oniy  pennlty  that  could  sntisfy 
the  Commission,  it  is  difficult  to  sec  why  it  could  not  have  been  brought  about 
by  charging  a  conspiracy  to  violate  a  law  of  the  Uniled  States,  under  Section 
5440  of  the  Revised  Statutes*  which  reads  as  follows  : — 

'*  If  two  or  more  persons  conspire  eitbor  to  commit  any  ofTense  against  the 
United  Slates  or  to  defraud  the  United  States  in  any  manner  or  for  any  purpose* 
and  one  or  more  of  such  parties  do  any  act  to  effect  the  object  of  the  conspirucy, 
all  the  parties  to  such  conspiracy  shall  be  liable  to  a  penalty  of  not  more  than 
iiOfOOo,  or  to  imprisonment  for  not  more  than  two  years,  or  to  both  fine  and  im- 
prtsonment  in  the  discretion  of  tbe  court/* 

This  statute  has  continuously  been  in  force  since  long  prior  to  the  pmsssige  of 
the  Interstate  Commerce  law.     As  to  Its  application,  see  $6  Fed.  Rep.,  tt* 
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wise  sustainable  can  rarely  be  successful ;  and  this  is  particularly 
the  case  where  there  is  an  extensive  deinoralization  of  rates,  and 
consequently  the  greatest  need  for  the  application  of  criminal 
remedies.  Departure  from  the  published  rate  is  the  thing  which 
can  be  shown  and  the  thing  which  should  be  visited  with  fitting 
punishment/*' 

The  Commission  had  previously  declared  itself  in  favor  of 
abolishing  the  imprisonment  penalty,  which  had  been  provided 
on  its  recommendation  in  1889,  as  it  was  believed  that  the  exist- 
ence of  this  penalty  greatly  increased  the  reluctance  to  make  the 
needed  disclosures  on  the  part  of  those  having  knowledge  either 
of  actual  violations  of  the  law  or  that  would  be  likely  to  lead  to 
the  discovery  of  evidence  of  such  violations.^  These  recom- 
mendations were,  like  their  predecessors  herein  discussed,  enacted 
into  !aw  by  the  Congress.  On  February  ig,  1903,  the  President 
of  the  United  States  gave  his  approval  to  the  Act,  commonly 
known  as  the  Elkins  law,  which  made  the  changes  thus  urged 
As  originally  passed  this  Act  extended  the  penalties  for  violation 
of  the  Interstate  Commerce  law  to  the  carrying  corporations 
concerned  in  them*  made  them  fully  applicable  to  willful  failures 
to  file  and  publish  tariffs  and  to  every  departure  from  the  rates 
named  in  such  tariffs  and  fixed  a  minimum  penalty  of  $1,000 
and  a  maximum  penalty  of  $20,000  for  each  offense.  It  also  did 
away  with  the  imprisonment  penalty  and  made  tariffs  filed  with 
the  Commission  conclusive  evidence  of  the  legal  rates.  The  first 
section  of  the  Elkins  law  was  reenacted*  as  a  part  of  the  recon- 
structed  Interstate  Commerce  law  that  was  approved  on  June 
29,  1906,  but  with  some  minor  modifications  and  two  important 
additions.  The  first  of  these  additions  reestablishes  the  alterna- 
tive or  supplemental  penalty  by  ''imprisonment  in  the  penitentiary 

*  See  last  preceding  foot-aoie. 

^ It  has  been  df^nied  that  the  Commission  ever  recommended  the  aboHlioa  of 
the  imprisonment  penalty.  For  such  a  denial  and  an  effective  answer  sec 
remarks  of  Senators  LaFoltette  and  Foraker  in  Congressional  Record  of  May 
10,  1906.  But  on  December  8«  1899,  as  shown  by  the  official  records,  the  Com- 
mission, by  unanimous  vote,  directed  its  executive  oticer  to  *'co{iperate  with 
certain  mercantile  organizations  to  secure  the  adoption  of  amendments  to  the 
Act  to  regulate  commerce/*  and  among  the  amendments  specifically  included  in 
ihis  instruction  was  one  doing  away  with  the  imprisonmeat  penalty.  Tb  e  officer 
in  question  was  ordered  to  * 'devote  himself  assiduously  to  such  dtity." 
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for  a  term  of  not  exceeding  two  years,"  and  the  second  provides 

a  civil  forfeiture  by  the  recipient  of  any  rebate  equal  to  three 
times  the  sum  so  received.  The  new  law  contains  further  pro- 
visions intended  to  prevent  rebating  in  the  requirements  for  uni- 
form accounts  to  be  prescribed  by  the  Commission  and  at  all 
times  open  to  its  inspection  and  the  prohibition  of  keeping  any 
other  records,  accounts  or  memoranda. 

Such  is  the  legislative  history  of  the  attempt  to  eliminate  from 
American  railway  practice  the  evil  of  secret  rates  and  those 
unjust  discriminations  which  are  accomplished  by  means  of 
unlawful  concessions  from  the  rates  regularly  scheduled,  From 
this  point  of  view  interstate  railway  transportation  is  divided  into 
two  principal  periods,  which  are  :  ( first )  the  period  prior  to  April 
5,  1887,^  when  there  was  no  statutory  obligation  to  publish  rates 
or  to  conform  to  them  when  published,  and  (second)  the  period 
since  April  5,  1887,  during  which  the  publication  of  rates  has  been 
required  and  only  the  published  rates  could  lawfully  be  cliarged. 
The  second  period  is  also  susceptible  of  division  as  shown  by 
the  table  on  the  next  page. 

Bearing  in  mind  these  successive  states  of  the  law  and  the 
dates  on  which  each  of  them  began  and  ended,  it  is  worth  while 
to  trace  the  degree  of  success  attained  in  the  enforcement  of 
the  law,  as  faithfully  recorded  in  the  reports  of  the  Interstate 
Commerce  Commission*  It  will  but  slightly  anticipate  the 
results  of  such  an  effort  to  observe  that  the  beginning  of  each 
of  the  five  periods  indicated  in  the  table  has  generally  been 
characterized  by  a  sudden  cessation  of  complaints  of  the  for- 
bidden practices  w^hich,  after  a  respite  of  longer  or  shorter 
duration,  have  never  failed  to  reappear  and  not  always  with 
diminished  intensity.  Of  course  this  recrudescence  has  not 
occurred  under  the  law  that  became  effective  in  August,  1906, 
but  the  period  of  opfwrtunity  is  still  short  and  it  is,  perhaps, 
too  early  to  declare  with  confidence  that  the  obnoxious  practices, 
which  have  survived  four  previous  states  of  the  prohibitive  law 
although  each  was,  in  its  turn,  authoritatively  declared  to 
approximate,  if  not  to  attain,  perfection,  have  forever  disap- 
peared, 

*The  Interstate  CouiTOerce  Istw  was  approved  on  February  4,  1887,  ajid  took 
effect  %\%vy  days  tatcr. 
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The  first  ten  months'  experience  under  the  statute  of  February 
4,  1887,  convinced  the  Interstate  Commerce  Commission  that 
rebates  were  already  obsolete.    The  report  said : — 

"There  is  every  reason  to  believe,  however,  that  some  of  the 
most  serious  evils  which  were  notorious  in  the  railway  service 
before  the  passage  of  the  act,  and  were  in  the  l^slative  mind 
as  reasons  for  its  enactment,  have  now  almost  ceased  to  exist. 
One  of  these  was  the  giving  of  special  and  secret  rebates." — First 
Annual  (1887)  Report,  p.  25. 

In  the  same  report  the  Commission  expressed  the  opinion, 
similar  to  that  frequently  heard  at  the  present  time,  that  the 
railways  were  receiving  increased  revenues  on  accoimt  of  the 
new  law. 

"It  has  operated  directly  to  increase  railroad  earnings,  espe- 
cially in  the  cutting  off  of  free  passes  on  interstate  passenger 
traffic,  and  in  putting  an  end  to  rebates,  drawbacks,  and  special 
rates  upon  freight  business." — pp.  41-42. 

And  again,  in  the  same  report: 

"Freight  traffic  for  the  year  has  been  exceptionally  large  in 
volume,  and  is  believed  to  have  been  in  no  small  degree  stimu- 
lated by  a  growing  confidence  that  the  days  of  rebates  and  special 
rates  were  ended." — ^p.  42. 

The  Commission  also  reported^  that  "among  all  the  com- 
plaints" it  had  received  not  one  had  alleged  "a  specific  act"  in 
violation  of  the  law  against  departures  from  the  tariff  rates 
and  that  in  the  litigated  cases  in  which  it  had  been  required  to 
take  testimony  concerning  railway  practices  at  important  traffic 
centers  there  had  been,  in  all  but  "a  single  exceptional 
instance," — 

".  .  .  entire  agreement  in  the  proofs  that  special  rates 
to  individuals  and  secret  rebates  were  no  longer  made ;  .  .  . 
— P-  25. 

The  Second  Annual  Report  of  the  Commission,  issued  in 
December,  1888,  devotes  much  less  space  to  the  question  of 
rebates  but  discloses  a  somewhat  diminished  confidence  in  the 

*  First  Annual  (1887)  Report,  p.  25. 
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complete  efficacy  of  the  prohibitive  portions  of  the  law.     It 

relates^  that  early  in  the  year  the  Commission  became  convinced 
that  fraudulent  underbilling  of  freight  *Vas  being  somewhat 
extensively  practiced/'  and  that  during  the  year  there  had  been 
a  succession  of  rate-wars^  which  had  been  accompanied  by  "vio- 
lations of  the  Act*'  in  the  form  of  "secret  rate-cutting." 

Three  months  after  the  report  containing  the  foregoing  had 
been  published  the  amendment  estabhshing  the  imprisonment 
penalty  and  extending  all  penalties  to  the  recipients  of  rebates 
became  effective.  In  its  next  report®  the  Commission  announced* 
that  the  time  had  arrived  for  "more  aggressive  steps''  in  the 
enforcement  of  the  law,  but  suggested  that  evidence  of  rebates 
was,  in  the  nature  of  things,  exceedingly  difficult  to  obtain: — 

*\  .  ,  ,  violations  of  a  more  private  character,  such  as 
rebates  or  discriminations  in  rates  for  freight  or  passengers,  or 
underbilling  or  false  billing  of  traffic,  cannot  exist  without  com- 
plicity between  the  shippers  and  the  carriers.  These  are  never 
open  or  public,  but  secret.  The  interest  of  both  parties  to  the 
transaction  requires  concealment,  as  well  to  escape  the  penalties 
of  the  law  as  for  other  reasons.  Proof  of  such  cases  is  obviously 
difficult  to  obtain.  Instances  occur  in  which  the  inference  is 
strong  that  some  feature  of  the  law  has  been  violated  or  evaded, 
but  inferences  to  warrant  convictions  must  be  drawn  from  facts 
and  circumstances  proved,  and  when  both  parties  to  such  trans* 
actions  are  interested  in  keeping  them  secret,  or  liable  to  similar 
punishment,®  the  necessary  evidence  of  the  facts  tending  to 
show  culpability  of  a  carrier,  or  of  some  officer  or  agent,  is  not 
easily  procured.** — Third  Annual  (1889)  Report,  p.  107. 

*Page  10.  'Pages  1S-B4. 

•Third  Annual  fiSS^)  Report,  *  Page  107. 

"  Yet  in  its  previous  report  the  Commission  had  recommended  the  change 
which  made  shippers  Hahlc  and  created  ihe  difficulty  in  question,  sayings 
' -There  are  provisions  in  the  Act  as  it  now  stands  which  would  render  the  car- 
rier, its  officers  or  agents,  punishahle  if  by  false  hilling,  false  classification,  false 
wetghing;  or  false  report  of  weight,  or  by  any  other  device  or  means  whatsoever, 
they  shall  give  undue  or  unreasonable  preferences  or  advantages.  The  Com* 
mission  believes  that  the  penal  provisions  against  wrongs  of  this  nature  should 
embrace  also  the  owner  of  the  property  or  any  party  acting  for  the  owner  or  con- 
SigBor  of  property  who  shall  be  a  pariy  to  any  such  unlawful  conduct,  and  it 
urges  the  passage  of  the  provisions  on  the  subject  contained  in  the  pending 
bUI.**     Second  Annual  (iSSS)  Report,  p.  69. 
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The  Fourth  Annual  Report  of  the  Commission  bears  date  as 
of  November  29,  1S90,  and  indicates  a  considerable  laxity  of 

i"egard  for  the  provisions  against  the  various  forms  of  rebates, 
A  large  portion  of  this  report  was  devoted  to  the  discussion  of 
illegal  concessions  from  the  published  tariffs,  the  Commission 
saying : — 

**The  Act  to  regulate  commerce  is  perhaps  most  often  dis- 
regarded in  the  giving  of  rebates  or  the  granting  of  special  rates 
for  the  transportation  of  property  of  large  shippers/* — p,  7. 

In  another  place  in  this  report  the  Conmiission  quoted,  appar- 
ently as  expressing  what  it  regarded  as  an  accurate  portrayal  of 
events,  an  alleged  interview,  which  it  stated  had  not  been  dis- 
claimed, with  an  unnamed  "railroad  manager/'  The  quoted 
statement  follows: — 

**The  situation  in  the  West  is  so  bad  that  it  could  hardly  be 
worse.  Rates  are  absolutely  demoralized,  and  neither  the 
shippers,  the  passengers,  the  railways,  or  the  public  in  general 
make  anything  by  this  state  of  affairs.  The  profit  is  all  secured 
by  the  middleman,  the  go-between.  Take  passenger  rates,  for 
instance.  They  are  very  low;  but  who  get  the  benefit  of  the 
reduction?  Why,  no  one  but  the  scalpers,  who  have  nothing  at 
stake,  everything  to  win  and  nothing  to  lose*  In  freight  matters 
the  case  is  just  the  same.  Certain  shippers  are  allowed  heavy 
rebates,  while  others  are  made  to  pay  full  rates.  Some  of  these 
shippers  are  constantly  afraid  of  being  hauled  up  before  the 
Interstate  Commerce  Commission^  but  they  need  have  no  fear 
from  that  direction.  The  management  of  rates  is  dishonest  on  all 
sides»  and  there  is  not  a  road  in  the  country  that  can  be  accused 
of  living  up  to  the  rules  of  the  Interstate  Commerce  law.  Of 
course  when  some  poor  devil  comes  along  and  wants  a  pass  to 
save  him  from  starvation,  he  has  several  clauses  from  the  Inter- 
state act  read  to  him.  But  when  a  rich  shipper  wants  a  pass, 
why,  he  gets  it  at  once," — p.  25, 

Commenting  on  the  foregoing,  the  Commission  said,  in 
part: — 

"Statements  like  that  of  the  railroad  manager,  given  above^ 
have  found  justification  in  the  sudden  diversion  of  business  from 
one  road  to  another,  in  the  frequency  with  which  products  arc 
sold  in  the  market  for  less  than  cost,  including  published  rates 
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of  transportation,  and  m  such  other  circumstances  attending  the 
traflSc  as  lead  to  the  conclusion  that  less  than  legal  rates  are  col« 
lected  from  many  favored  shippers.  Like  declarations  as  to 
imjust  discriminations,  giving  of  rebates  and  unlawful  prefer- 
ences have  been  reiterated  in  the  press  as  well  as  in  published 
statements  of  numerous  railroad  officials. 

*'Since  the  presentation  of  our  last  annual  report,  officers,  man- 
agers, and  responsible  representatives  of  the  roads*  or  some  of 
them,  have  often  declared  that  the  established  and  published 
rates  were  not  maintained,  that  some  favored  shippers  paid  less 
while  others  paid  full  rates,  and  that  the  roads  which  obeyed  the 
law  frequently  did  so  to  their  serious  injury  and  with  the  loss 
of  business  and  earnings." 

The  Commission's  reports  for  1891*  and  1892^  discuss 
rebates  quite  as  though  they  constituted  a  well  recognized, 
although  reprehensible^  incident  of  the  business  of  interstate  rail- 
way transportation  which  would  remain  inevitable  at  least  until 
the  enactment  of  further  legislation.  Similarly  the  report  for 
1893  said: — 

"That  the  public  tariff  charges  are  frequently  departed  from 
in  particular  localities,  that  rebates  are  paid,  and  that  other  pro- 
hibitions of  the  statute  are  disregarded  is  believed  by  many  to 
be  true. 

The  legal  proof  of  these  violations  may  not  be  obtainable, 
yet  the  fact  of  their  occurrence  is  a  moral  certainty/* — Seventh 
Annual  Report,  p.  8. 

At  this  time,  however,  the  Commission  did  not  care  for 
further  authority  to  deal  with  the  subject,  which  it  plainly 
regarded  as  somewhat  incompatible  with  the  more  lofty  concep- 
tion of  its  responsibilities  and  prerogatives  as  the  beneficent 
creator  of  industrial  equality,  the  mighty  protector  of  economic 
peace  and  the  wise  and  impartial  dispenser  of  commercial  jus- 
tice.^    It  therefore  protested  against  being  charged  with  new 

^  Pages  12-14,  34-4 1'  *  Pages  28-30»  40. 

•Ii  was  in  this  report  that  the  Commis&ioti  expressed  its  view  of  the  work  of 

regulation  in  these  justly  celebrated  seniences  :  "To  give  each  coofiniuiiity  the 
rightful  benefits  of  location,  to  keep  difTerent  cotnmodiites  on  an  equal  footing, 
to  that  each  shall  circulate  freely  and  in  natural  volume,  and  to  prescribe  rates 
which  shall  be  reasonably  iust  to  botU  shipper  and  ca^rrier,  is  a  task  of  vast  mag- 
nitude  and  importance.  In  the  performance  of  thai  task  lies  the  great  and  per- 
manent work  of  public  regulation/*— p.  10. 
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burdens  connected  with  the  mere  execution  of  plain  provisions 
of  statutory  law,  the  discovery  of  infractions  of  such  provisions 
or  the  punishment  of  offenders,  saying,  in  part: — 

"The  offense  is  made  penal  by  the  terms  of  the  statute;  its 
discovery  and  pimishment  belong  to  the  administration  of  the 
criminal  law.  No  amendment  of  this  statute,  therefore,  is  neces- 
sary or  suitable  with  the  view  of  giving  greater  power  to  the 
Commission  in  enforcing  its  penal  provisions.  If  immunity  is 
secured  from  these  demoralizing  offenses,  if  the  notorious  and 
intolerable  practices  which  the  present  law  condemns  are  effec- 
tually dealt  with,  it  will  be  through  greater  vigilance  and  more 
vigorous  effort  on  the  part  of  those  who  are  charged  with  the 
duty  of  executing  the  criminal  laws,  aided,  it  may  be,  by  enact- 
ments which  tend  to  diminish  the  inducements  to  such  trans- 
gressions."^— ^p.  8. 

The  years  1894  and  1895  seem  to  have  passed  without  any 
outbreaks  of  rate-cutting  sufficient  to  seem  to  the  Commission 
to  demand  special  attention  in  its  annual  reports.  During  both 
of  them  the  law  of  February  11,  1893,  was  in  existence,  although 
its  legality  was  questioned  and,  as  already  noted,  a  witness  who 
declined  to  accept  it  was  discharged  by  Judge  Grosscup^  on 
the  ground  that  it  was  unconstitutional.  In  1896^  the  Supreme 
Court  sustained  this  law  and  its  decision  was  hailed  in  the  Com- 
mission's report  for  that  year  with  the  anticipations  of  the  com- 
plete eradication  of  the  pernicious  practices  which  have  already 
been  quoted.*  Nevertheless  the  very  next  report  records  the 
almost  complete  failure  of  these  hopes.  The  Commission  was 
forced  to  report  that : — 

"We  are  constrained  to  believe  that  one  of  the  worst  features 
in  the  present  situation  arises  from  a  departure  from  the  pub- 
lished rate  in  favor  of  particular  shippers. 

in  in  Hn  ^  ^  ^  ^ 

"We  have  no  doubt  that  at  the  present  time  very  large  quanti- 
ties of  competitive  traffic  are  carried  at  other  than  published  rates. 

1  For  additional  evidence  that  the  Commission  did  not  desire  to  undertake  the 
detection  and  punishment  of  rebating  see  the  testimony  of  Mr.  Walker  D.  Hines 
before  the  Committee  on  Interstate  Commerce  of  the  United  States  Senate. 
Hearings  before  the  Committee  on  Interstate  Commerce,  United  States  Senate, 
pursuant  to  Senate  Resolution  No.  288,  Fifty-eighth  Congress,  Third  Session, 
Vol.  II,  p.  1172-1180. 

•Ante,  p.  128.  'Ante,  p.  130.  *Ante,  p.  131. 
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"The  eflFect  of  tbis  rate-cutting  is  most  unfortunate.  Inci- 
dentally it  prefers  the  large  to  the  small  shipper.  Rebates  can 
not  be  given  to-day  as  they  were  before  the  passage  of  this  act, 
nor  as  they  were  before  the  Brown  decision  even.  Various 
devices  are  resorted  to.  Only  a  few  can  know  of  the  transaction* 
The  whole  matter  must  be  covered  up  and  kept  secret,  with  the 
result  that  the  large  shipper,  the  trust »  the  monopoly,  is  able  to 
secure  the  concession,  while  the  small  shipper  is  obliged  to  pay 
the  published  rates,  and  this  concession!  while  at  the  present  time 
small  as  a  rule  in  individual  instances,  is  often  very  large  in  the 
aggregate." — Eleventh  Annual  (1897)  Report,  pp,  46,  47,  48. 

For  1898  the  report  was  more  specific,  covering  a  large  num- 
ber of  special  instances  of  demoralization  including  rates  on 
flour,  turpentine  and  coal-  The  situation  in  general  was  strongly 
summarized  as  follows: — 

"Meanwhile  the  situation  has  become  intolerable,  both  from 
the  standpoint  of  the  public  and  the  carriers.  Tariffs  are  dis- 
regarded, discriminations  constantly  occur,  the  price  at  which 
transportation  can  be  obtained  is  fluctuating  and  uncertain.  Rail- 
road managers  are  distrustful  of  each  other  and  shippers  all  the 
while  in  doubt  as  to  the  rates  secured  by  their  competitors.  The 
volume  of  traffic  is  so  unusual  as  to  frequently  exceed  the  capac- 
ity of  equipment,  yet  the  contest  for  tonnage  seems  never  relaxed. 
Enormous  sums  are  spent  in  purchasing  business  and  secret  rates 
accorded  far  below  the  standard  of  published  charges.  The  gen- 
eral public  gets  little  benefit  from  these  reductions,  for  conces- 
sions are  mainly  confined  to  the  heavier  shippers.'* — -Twelfth 
Annual  (1898)  Report,  pp.  5-6. 


The  melancholy  chapter  of  violations  of  a  statute  which  seems 
to  most  citizens  to  be  but  the  enactment  of  a  rule  of  elementary 
justice  is  here  interrupted  by  what  is  properly  regarded  as  the 
brightest  incident  in  the  history  of  the  Commission,  Under  com- 
pulsion of  the  conditions  recorded  in  the  foregoing  extract  and 
the  wise  leadership  of  its  able  and  far-seeing  chairman,  the 
Commission  refused  "to  accept  the  situation  as  unavoidable" 
and  to  content  itself  "with  reporting  to  Congress.  ,  .  that 
the  requirements  of  the  Act  respecting  the  observance  of  pub- 
lished tariffs  were  not  enforceable,*'  as  it  acknowledged  it  had 
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done  in  the  past/  but,  on  the  contrary,  went  vigorously  to  work 
"to  bring  about  such  new  conditions  as  would  render  these  pro- 
visions operative  to  the  fullest  extent  practicable."*  The  salu- 
tary and  effective  means  adopted  was  to  hold  a  series  of  general 
conferences  with  the  controlling  officers  of  the  carriers  located 
in  the  sections  in  which  demoralization  existed  or  was  threatened 
and  by  such  conferences  and  all  other  proper  and  available  means 
to  exercise  mediatory  offices  for  the  prevention  of  infractions  of 
the  law.  Critics  of  the  Commission,  among  them  those  who 
profited  or  hoped  to  profit  by  secret  rate-cutting,  did  not  hesitate 
to  assert,  with  some  superficial  show  of  accuracy,  that  these 
conferences,  if  effective  at  all,  must  result  in  agreements  that 
would  be  perilously  near  to  those  prohibited  by  the  Sherman 
anti-trust  law*  which  had  been  twice  declared  by  the  Supreme 
Court*  to  forbid  every  restraint  of  the  interstate  commerce  con- 
ducted by  railways  whether  such  restraint  were  reasonable  or 
unreasonable.  To  this,  however,  the  Commission  was  able  to 
make  the  effective  reply  that  it  did  not  seek  to  obtain  agreements 
not  to  reduce  rates  but  merely  concurrent  promises  to  observe 
the  law  which  forbids  deviations  from  the  formally  published 
rates  and  prescribes  the  manner  in  which  they  may  be  legally 
modified.*^  Certainly  no  statute  can  be  construed  to  forbid  agree- 
ments to  obey  some  other  and  unrepealed  rule  of  conduct  pre- 
scribed by  the  same  supreme  l^slative  authority.  As  the  result 
of  these  wise  steps  the  Commission  was  able  to  say: 

"AH  reports  agree  that  there  has  been  a  marked  improvement 
in  the  maintenance  of  published  rates,  and  that  unlawful  prac- 
tices by  railroad  carriers  have  been  less  general  and  conspicu- 
ous than  for  some  years  before.  Secret  discriminations  are 
believed  to  be  much  less  frequent  than  was  formerly  the  case, 
and  the  general  situation  in  this  regard  is  undoubtedly  much 
better  than  it  was  at  the  time  of  our  last  annual  report." — Thir- 
teenth Annual  (1899)  Report,  p.  11. 

^Thirteenth  Annual  (1899)  Report,  p.  9. 
'Ibid.,  p.  9. 

'Approved  July  x,  1890.     26  Statutes  at  Large,  209. 

*  Trans-Missouri  Freight  Association  v.  United  States,  166  U.  S.,  290.     Joint 
Traffic  Association  V.  United  States,  171  U.  S.,  505. 
^  Thirteenth  Annual  (1899)  Report,  pp.  9-10. 
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The  years  immediately  subsequent  to  that  covered  by  the  report 
from  which  the  foregoing^  was  quoted  were  years  of  unprece- 
dented business  activity  during  which  the  traffic  offered  for  inter- 
state transportation  by  rail  frequently  exceeded  the  capacity  of 
the  carriers  and  the  incentive  to  rate-cutting  was  therefore 
weaker  than  during  a  period  of  less  intensity  of  demand  Never- 
theless it  was  not  a  period  of  complete  exemption  from  the 
obnoxious  and  baneful  practice  of  rebating*  The  Commission 
reports  as  follows: — 

'*More  instructive  than  any  argument  are  the  results  of  an 
investigation  just  made  at  Chicago  into  the  movement  of  pack- 
ing-house products,  a  more  detailed  account  of  which  here- 
after appears^  The  facts  developed  upon  that  investigation,  and 
upon  a  previous  investigation  into  the  movement  of  grain  and 
grain  products,  which  is  also  referred  to  later,  are  of  such  a 
character  that  no  thoughtful  person  can  contemplate  them  with 
indifference.  That  the  leading  traffic  officials  of  many  of  the 
principal  railway  lines,  men  occupying  high  positions  and  charged 
with  the  most  important  duties,  siiould  deliberately  violate  the  stat<- 
ute  law  of  the  land,  and  in  some  cases  agree  with  each  other  to  do 
so ;  that  it  should  be  thought  by  them  necessary  to  destroy  vouch- 
ers and  to  so  manipulate  bookkeeping  as  to  obliterate  evidence 
of  the  transactions ;  that  hundreds  of  thousands  of  dollars  should 
be  paid  in  unlawful  rebates  to  a  few  great  packing  houses;  that 
the  business  of  railroad  transportation,  the  most  important  but 
one  in  the  country  to-day,  paying  the  highest  salaries  and  hold- 
ing out  to  young  men  the  greatest  inducements,  should  to  such 
an  extent  be  conducted  in  open  disregard  of  law,  must  be  sur- 
prising and  offensive  to  all  right-minded  persons.  Equally 
startling,  at  least,  is  the  fact  that  the  owners  of  these  packing 
houses,  men  whose  names  are  known  throughout  the  commercial 
worlds  should  seemingly  be  eager  to  augment  their  gains  with 
the  enormous  amounts  of  these  rebates  which  they  receive  in 
plain  defiance  of  a  Federal  statute/' — Fifteenth  Annual  (1901) 
Report,  p*  6. 

In  the  annual  report  next  following  that  from  which  the  fore- 
going was  taken  the  Commission  reported  a  new  effort  to 
improve  conditions.*  This  time  it  had  relied  neither  upon  the 
criminal   processes   provided  under  the   law   nor  upon  moral 

^Slxteentti  Annual  {1902)  Report,  pp,  7-13. 
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suasion  in  interviews  and  conferences,  but  upon  the,  then,  some- 
what doubtful  powers  of  the  Federal  courts  of  equity.  Injunc- 
tions  against  rate-cutting  by  many  important  carriers  were  sought 
and  obtained,  although  the  power  to  grant  them,  prior  to  the 
enactment  of  the  Elkins  law,  was  more  than  questionable,  and 
they  probably  could  not  have  been  secured  were  it  not  that,  as 
reported  by  the  Commission,^  "railroad  managers,  as  a  rule, 
.  .  .  welcomed  these  injunctions  as  applied  to  the  mainten- 
ance of  rates,  .  .  ."  Their  effect  was  such  that  the  Commis- 
sion was  also  able  to  state  that : — 

"It  is  asserted,  and  the  Commission  believes,  that  these  rail- 
ways have  obeyed  the  injunctions,  in  the  main  if  not  altogether; 
that  published  rates  have  been  exacted  upon  their  lines,  and 
very  generally  by  other  lines  in  competition  with  them.  It  can 
hardly  be  doubted  that  a  very  much  better  condition  has  existed 
for  the  last  nine  months  in  this  respect  than  for  any  correspond- 
ing period  in  the  last  twelve  years  at  least." — Sixteenth  Annual 
(1902)  Report,  p.  9. 

The  next  report  was  issued  after  the  Elkins  law  had  been  in 
force  for  a  period  of  ten  months.  The  injunctions  which  had 
been  of  doubtful  legality  prior  to  this  change  in  the  law  were 
fully  authorized  by  the  new  statute  and  the  Commission  was 
empowered  to  proceed  to  secure  additional  injunctions  of  similar 
character  whenever  it  had  "reasonable  ground  for  belief"  that 
rebates  were  being  allowed.    It  reported  that : — 

"Without  further  reference  to  the  changes  effected  by  this 
amendatory  legislation  the  Commission  feels  warranted  in  say- 
ing that  its  beneficial  bearing  became  evident  from  the  time  of 
its  passage.  It  has  proved  a  wise  and  salutary  enactment.  It 
has  corrected  serious  defects  in  the  original  law  and  greatly  aided 
the  attainment  of  some  of  the  purposes  for  which  that  law  was 
enacted.  No  one  familiar  with  railway  conditions  can  expect 
that  rate-cutting  and  other  secret  devices  will  immediately  and 
wholly  disappear,  but  there  is  basis  for  confident  belief  that  such 
offenses  are  no  longer  characteristic  of  railway  operations.  That 
they  have  greatly  diminished  is  beyond  doubt,  and  their  recur- 
rence to  the  extent  formerly  known  is  altogether  unlikely. 
Indeed,  it  is  believed  that  never  before  in  the  railroad  history  of 

^  Sixteenth  Annual  (1902)  Report,  p.  10. 
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tills  country  have  tariff  rates  been  so  well  or  so  generally 
observed  as  they  are  at  the  present  time.* — ^Seventeenth  Annual 
(1903)  Report,  p.  10. 

Confidence  that  the  Elkins  law  was  operating  so  successfully 
as  to  secure  "the  invariable  application  of  tariff  rates''^  was  also 
expressed  in  the  next  report  of  the  Commission,  Even  as  late 
as  May,  1905,  the  Chairman  of  the  Commission,  testifying  before 
tlie  Committee  on  Interstate  Commerce  of  the  Senate,  said ; 

**Now,  if  I  may  add  one  word  about  the  Elkins  bill.  A  more 
effective  and  complete  measure  for  its  purpose  has  not  come 
within  my  observation.     It  is  invaluable*"^ 

At  the  same  time  Mn  Knapp  said,  concerning  rebating,  that 
when  the  Elkins  bill  passed,  "tlie  thing  stopped  over-night/' 
But  this  condition  of  complete  satisfaction  did  not  long  persist. 
The  Nineteenth  Annual  Report  bears  date  as  of  December  14, 
1905,  and  contains  the  following:^ 

**In  our  annual  report  for  1903  we  endeavored  to  explain  the 
changes  in  the  regulating  statute  effected  by  the  Elkins  law,  so- 
called,  which  was  approved  in  the  previous  February,  and  made 
some  favorable  comments  upon  its  operation.  A  similar  opinion 
was  expressed  in  the  report  made  a  year  ago.  Further  experi- 
ence, however,  compels  us  to  modify  in  some  degree  the  hopeful 
expectations  then  entertained.  Not  only  have  various  devices  for 
evading  the  law  been  brought  into  use,  but  the  actual  payment  of 
rebates  as  such  has  been  here  and  there  resumed/** 

The  foregoing  quotation  is  from  the  last  report  under  the  law 
as  it  stood  prior  to  August  28,  1906.  The  Twentieth  Annual 
Report  was  issued  on  December  19,  1906,  and,  owing  to  the  radi- 
cal reorganization  of  the  system  of  statutory  regulation  just 
going  into  operation,  was,  very  properly,  confined  almost  wholly 

*  president  Roosevett  was  so  impressed  witb  ihe  efficacy  of  the  Elkins  law  thai 
in  his  Annual  Message  to  Congress,  Iransmhted  on  December  7,  1903 »  he  satd: 

*'The  Congress  ,  .  ,  has  Becured  equal  treatment  to  aH  producers  in  the 
transportation  of  their  goods,     .     ,     ,     y 

*  Eighteenth  Annual  {190^)  Report»  p.  6* 

'Hearings  before  Committee  on  Inierstate  Commerce,  United  States  Senate, 
pursuant  to  Senate  Resolution  No.  aSS.  Fifty-eighth  Congress,  Third  Session, 
Vol.  IV.  p.  3306. 

<  Page  13. 
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to  a  statement  of  the  interpretation  of  and  rulings  under  the 
new  law.  It  contains  no  record  of  the  year's  experience  as  to 
maintenance  of  tariff  rates,  but  such  outside  evidence  as  is  avail- 
able warrants  the  belief  that  the  tariff  rates  were  observed  with 
comparatively  rare  exceptions.  As  has  been  seen,  each  statu- 
tory "new  broom"  has  swept  satisfactorily  and  there  is  no  reason 
to  believe  that  the  present  one  is  an  exception  in  that  respect 
It  is  to  be  hoped  that  it  will  prove  to  have  exceptional  wearing 
qualities. 

Reporting  to  Congress  on  December  i,  1906,  Honorable  Wil- 
liam H.  Moody,  then  Attorney-General  of  the  United  States, 
characterized  the  efforts  to  enforce  the  penalties  for  violations  of 
the  Act  to  regulate  commerce  of  February  4,  1887,  and  its 
amendments  (not  including  the  Elkins  law,  which  is  not  in  terms 
an  amendatory  statute)  as  "not  conspicuously  successful."  This 
statement  is  certainly  a  moderate  one,  for  during  the  period  of 
but  a  few  months  less  than  twenty  years  that  it  was  in  force 
there  were,  altogether,  but  seventeen  convictions,  no  sentences 
of  imprisonment  were  executed^  and  the  total  fines  imposed 
aggregated  but  $16,376,  while  the  government  failed  in  sixty- 
two  indictments  out  of  seventy-nine.^  The  Elkins  law,  declares 
the  Attorney-General, — 

"very  much  strengthened  the  hands  of  the  government  in  deal- 
ing with  discriminatory  practices  of  railroads." — Annual  Report 
for  1906,  p.  II. 

There  were,  however,  no  prosecutions  for  rebating  instituted 
under  this  law  during  the  first  two  years  after  its  enactment,  the 
first  indictment  being  secured  on  July  i,  1905.  Two  more  indict- 
ments were  obtained  in  the  following  October,  one  in  Novem- 
ber, a  large  number  in  December  and  many  more  during  the 

'  On  July  21,  1892.  two  persons  were  convicted  of  false  weighing  and  sentenced 
to  pay  fines  of  $2,000  each  and  18  months  imprisonment,  but  both  were  pardoned 
before  execution  of  the  sentences.  See  pamphlet  issued  by  Department  of 
Justice,  under  date  of  March  7,  1907,  entitled  *•  Civil  and  Criminal  Cases  Insti- 
tuted by  the  United  States  under  the  Sherman  Anti-Trust  Lawof  July  2,  iSgo, 
and  the  Act  to  Regulate  Commerce,  approved  February  4,  1887,  as  amended^ 
including  the  Elkins  Act,"  p.  15. 

'Annual  Report  of  the  Attorney-General  for  1906,  p.  11. 
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year  1906,^  The  Attorney-General  states  that  from  October^ 
1905,  "when  the  situation  was  first  fully  realised/'  to  the  end 
of  November,  1906,  there  were  seventy-seven  indictments^  of 
which,  at  tlie  date  of  his  report,  fifty-three  were  still  pending, 
and  twenty- four  had  been  disposed  of.  The  result  of  the  twenty- 
four  completed  cases  had  been  eighteen  convictions,  three  discon- 
tinuances, two  verdicts  of  not  guilty  and  one  indictment  held  bad 
upon  demurrer.  Thirteen  corporations  and  seventeen  individuals 
were  found  guilty  and*  excluding  one  case  in  which  sentence  had 
not  been  passed,  the  individuals  had  been  fined  from  $1,000  to 
$10,000  each  and  the  corporations  from  $15,000  to  $108,000 
each,  the  fines  aggregating  $416,125.  The  imprisonment  pen- 
alty prescribed  under  the  amended  Elkins  law  had  not  become 
practically  operative  at  the  date  of  the  report,  but  on  one  indict- 
ment, under  Section  5440-  of  the  Revised  Statutes,  the  anti-con- 
spiracy law,  two  defendants  were  fined  and  also  sentenced  to 
three  and  six  months*  imprisonment,  respectively*^  After  the 
date  of  the  report  and  to  March  7,  1907,  four  corporations^ 
among  them  the  American  Sugar  Refining  Company,  were  fined, 
in  the  aggregate,  $158,000  and  four  individuals  were  fined 
$12,000.*  Thus,  fines  under  the  Elkins  act  now  aggregate 
$586,125.  There  have  been  no  further  sentences  of  imprison- 
ment. This  record  of  prosecutions,  in  connection  with  the  facts 
as  to  the  prevalence  of  rebating  hereinbefore  presented,  plainly 
discloses  the  fact  that  for  eighteen  years  there  was  no  vigorous 
and  intelligent  effort  to  detect  and  punish  deviations  from  the 
published  rate-schedules.  For  when,  more  than  four  years  after 
he  became  President,  the  present  Chief  Executive  concluded 
that;— 

"It  seemed,  therefore,  desirable  that  an  earnest  effort  should  be 
made  to  enforce  the  law  rigorously," — Report  of  Attorney-Gen- 
eral for  1906,  p.  12. 

it  was  not  under  a  new  law  but  under  the  old  laws  that  successful 
prosecutions  were  found  to  be  practicable.    No  law  has  yet  been 

'  PamphJet  of  Department  of  Justice  previously  died*  pp,  31,  tt  stf. 
'Ante*  p,  134.  foot-note. 

•  Annual  Report  of  the  Attorney- General  for  1906,  p.  \%, 

*  Pamphlet  of  Department  of  Justice  previously  cited,  pp,  ai,  et  seq. 
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invoked  to  secure  indictments  or  to  obtain  evidence  or  other- 
wise in  aid  of  detection  or  prosecution  which  was  not  in  force 
as  long  ago  as  February  19,  1903,  and  the  only  sentences  to 
imprisonment  that  have  ever  been  executed  have  been  under 
laws  which  have  been  in  force  since  April  5,  1887.  The  Attor- 
ney-General naively  ascribes  this  lack  of  enforcement  to  "the 
insufficiency  of  the  law  or  other  reasons."^  The  facts  completely 
eliminate  the  first  of  these  alternatives. 

This  rather  tedious  record  clearly  discloses,  then,  two  prin- 
cipal phenomena  of  great  significance.  These  are  (first)  the 
notorious  and  almost  open  violation  of  the  law  against  rebates 
and  (second)  the  reluctance  of  the  authorities  to  punish  the 
offenders.  The  present  period  of  general  observance  of  the 
schedules  and  more  energetic  enforcement  has  not  yet  persisted 
long  enough  to  be  pronoimced  exceptional;  it  will  prove  to  be 
such  only  if  it  outlasts  the  next  period  during  which  rival  rail- 
ways are  forced  to  struggle  over  the  division  of  a  traffic  move- 
ment too  scanty  in  the  aggregate  to  afford  revenues  adequate  to 
the  needs  of  all  of  the  competitors.  In  no  way  anticipating  the 
results  of  such  a  test,  it  may  be  observed,  that  when  a  period 
of  two  successive  decades  is  characterized  almost  continuously 
by  such  incidents  as  are  herein  presented,  the  inquiry  whether 
the  law  itself  is  not  at  fault  becomes  not  only  legitimate  but 
necessary. 

A  rebate  may  be  the  means  of  affording  to  a  particular  shipper, 
commodity  or  locality  an  undue  and,  therefore,  unjust  prefer- 
ence or  advantage  over  other  shippers,  commodities  or  locali- 
ties. But  it  may,  just  as  easily,  be  the  means  by  which  a 
particular  shipper,  commodity  or  locality  is  put  on  an  equal  foot- 
ing, as  to  the  rate  itself,  with  every  other  shipper,  commodity  and 
locality.  If  the  published  rates  are  justly  related  among  them- 
selves every  deviation  from  them  is  an  unjust  discrimination,  but, 
on  the  other  hand,  if  the  published  rates  are  unjustly  related 
to  each  other,  a  not  inconceivable  condition,  justice  as  to  the 
rates  may  be  restored  by  rebating  to  those  unjustly  prejudiced 
the  amount  of  the  improper  advantage  that  would  accrue  to  their 

*  Annual  Report  for  i9o6»  p.  11. 
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competitors  if  the  schedules  were  observed.  Thus  if,  as  has 
frequently  been  contended,  the  rates*  per  100  pounds,  on  wheat 
and  flour  from  Minneapolis  to  the  Atlantic  seaboard  ought  iu 
justice  to  be  equal,  but  the  published  tariffs  show  a  discrimina- 
tion of  2j^  cents  per  100  pounds  in  favor  of  wheat,  a  rebate  of 
2yi  cents  per  1 00  pounds  to  the  shippers  of  flour  could  not  be 
said  to  produce  an  unjust  discrimination  in  rates*  There  might 
be  a  serious  element  of  injustice  in  the  secrecy  attending  such 
a  transaction  and  the  mere  fact  that  it  results  in  the  actual  pay- 
ment by  all  concerned  of  precisely  the  rates  that,  as  has  been 
assumed,  a  just  and  reasonable  tariff  would  proclaim,  need  not 
weaken  confidence  in  the  utility  of  a  law  that  seems  to  attach 
a  conclusive  presumption  of  injustice  to  every  deviation  from 
the  schedules.  For  the  same  law  that  forbids  rebates  provides 
a  means  for  correcting  unjust  discriminations  in  the  published 
rates  when  they  are  not  eliminated  in  the  ordinary  course  of 
negotiations  between  shippers  and  carriers  and  there  is  no  ques- 
tion that  these  orderly  and  lawful  methods  ought  to  be  followed 
Nevertheless  it  is  primarily  important  to  grasp  the  elementary 
truth  that  the  wrong  of  rebates  does  not  always,  or  from  the 
nature  of  the  case,  lie  in  the  relation  of  the  rates  ultimately  paid 
but  may  repose  exclusively  in  the  fact  of  secrecy.  When  this 
is  recognized  the  inquirj^  may  pass  to  the  question  whether  when 
rebates  have  been  paid,  the  wrong  of  secrecy  has  commonly  been 
accompanied  by  injustice  in  the  actual  payments  or,  on  the  other 
hand,  has  merely  resulted  in  the  payment  of  rates  that,  if  they 
had  been  announced  in  the  tariffs,  would  have  been  wholly 
reasonable  and  just.  In  its  Fifteenth  Annual  (1901)  Report ^ 
after  stating  that  rebates  amounting  to  "many  hundreds  of 
thousands  of  dollars  annually,"  were  being  paid  to  the  meat- 
packers,  the  Commission  continued  as  follows : — 

**Who  has  the  benefit  of  this  reduction  in  rates?  Does  it 
result  in  advantage  to  the  producer  and  consumer,  or  is  it 
absorbed  by  the  packing  house  itself?  Manifestly,  no  certain 
answers  can  be  given  to  tliese  inquiries.  It  seems  probable  that 
in  case  of  a  reduction  like  this,  which  seems  to  be  tolerably  uni- 
form and  long  continued,  the  general  public  must  obtain  some 
advantage,  but  we  think  that  in  the  main  these  sums  swell  the 
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profits  of  the  packers.  The  number  of  these  great  concerns  is 
only  some  five  or  six,  and  there  does  not  appear  to  be  much  dis- 
crimination between  them.  Each  usually  knows  about  what  the 
lowest  rate  is,  and  usually  manages  to  obtain  that  rate.  The 
effect  is,  however,  to  give  these  large  packers  an  enormous 
advantage  over  their  smaller  competitors  who  are  located  at 
other  intermediate  points." — p.  11. 

The  facts  recited  in  the  foregoing  excerpt  are  (first)  that 
the  largest  concerns  in  the  packing  business  obtained  extensive 
rebates,  (second)  that  they  were  treated,  as  among  themselves, 
with  equality  and  (third)  that  the  smaller  concerns,  located  else- 
where, did  not  get  any,  or  at  least  equivalent,  rebates.  As  the 
Commission  is  silent  on  that  point  it  may  be  assumed  that  the 
small  concerns,  as  among  themselves,  were  also  treated  with 
equality.  On  these  facts,  the  Commission  guesses  that  the  general 
public,  i.  e.  the  consumers,  gained  "some  advantage"  but  that 
the  larger  share  remained  with  the  great  packing  concerns  and, 
also,  that  the  consequence  of  these  rebates  was  "to  give"  these 
great  concerns  an  enormous  advantage  over  their  smaller  rivals. 
The  facts  recited  by  the  Commission  seem,  in  this  case,  much 
more  important  and  reliable  than  its  opinions.  Surely  there  is 
no  proof  that  the  larger  share  of  the  illegitimate  reductions  from 
tariff  rates  did  not  accrue  to  the  consumers  of  meats  and,  per- 
haps, the  difference  in  rates  accurately  measured  an  actual 
difference  in  the  conditions  of  the  several  transportation  services. 
If  so,  the  wrong  lay  only  in  the  illegitimate  secrecy.  That  is, 
the  rebate  payments  accomplished  no  more  than  to  accord  to  each 
shipper  the  rates  that  ought  to  have  appeared  in  the  tariffs. 

Without  pressing  the  inquiry  as  to  these  particular  transac- 
tions the  reader  is  asked  to  give  some  attention  to  the  latter 
suggestion.  If  it  were  possible  to  conclude  that  the  largest 
shippers  are  justly  entitled  to  lower  rates  than  smaller  shippers, 
and  that  this  principle  justifies  other  distinctions  of  quantity 
based  on  higher  units,  perhaps  much  higher  units,  than 
that  of  car-loads  and  less  than  car-loads,  the  conclusion  would 
go  far  to  explain  the  history  recited  in  this  paper.  For  if  the 
larger  shipper  ought  to  have  wholesale  rates  and  if  reduced  rates 
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per  unit  of  weight  may  properly  be  accorded  in  more  or  less 
regular  proportion  to  the  multiplication  in  the  number  of  units 
shipped,  it  would  follow  that  rebates  paid  to  large  shipiDers 
may  have  merely  produced  a  rough  approximation  of  the  rates 
that  ought  to  have  been  shown  on  the  tariffs.  The  record  shows 
that  the  rebates  most  commonly  went  to  this  class  of  shippers, 
that  when  the  dread  of  punishment  was  great  only  the  large 
shippers  got  these  illegal  payments.  Does  such  a  record  tend, 
then,  to  establish  the  theory  that  wholesale  rates,  five-car-load j 
rates  lower  than  one-car-load  rates,  ten-car-loads  lower  than  five, 
train-loads  lower  than  ten-car-loads,  etc,  may  have  a  sanction 
in  economic  necessity.  If  it  be  answered  that  such  rates  enable 
the  * 'trusts'"  (whatever  they  may  be)  to  drive  out  their  smaller 
rivals,  one  may  at  least  suggest  that  there  are  more  consumers 
of  all  "trust-made"  goods  than  producers  seeking  to  compete 
with  the  '^trusts"  which  make  them;  and  it  has  never  yet  been] 
shown  that  the  profits  on  capital  used  by  any  "trust"  exceed 
those  of  smaller  manufacturers  when  the  latter  have  no  larger 
rivals  whose  competition  they  must  meet;  or  that  the  larger 
share  of  the  economies,  in  railway  charges  and  in  other  items  of 
cost,  achieved  by  the  largest  concerns  do  not  ultimately  go  to  the 
consumers  of  their  products. 

The  railways  of  the  United  States  have  rarely»  if  ever,  ven- 
tured to  make  lower  rates  on  quantities  above  a  car-load  than  on 
single  car-loads.  Their  officers  do  not  wish  to  make  such  rates. 
But  in  Prussia,  under  state  management,  and  in  England,  under 
private  management,  such  concessions  are  regularly  made.  If  it 
is  true  that  the  practice  of  secret  rate-cutting  in  the  past  is  attrib- 
utable to  some  failure  to  adjust  the  published  rates  to  the 
economic  necessity  of  discriminating  recognition  of  the  peculiar 
conditions  of  enterprises  conducted  upon  the  largest  scale,  it 
would  appear  that  making  wholesale  rates  for  train-loads,  and 
perhaps  other  units  of  quality,  would  go  far  to  relieve  the  situa- 
tion. Authority  to  make  such  just  discriminations  has  not  been 
taken  from  the  railways.  In  Interstate  Commerce  Commission 
V.  Baltimore  and  Ohio,  Judge  Jackson,  then  of  the  Federal 
Circuit  Court,  afterwards  a  justice  of  the  United  States  Supreme 
Court,  said: — 
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"Subject  to  the  two  leading  prohibitions  that  their  charges 
shall  not  be  unjust  and  unreasonable,  and  that  they  shall  not 
unjustly  discriminate,  so  as  to  give  undue  preference  or  advan- 
tage, or  subject  to  undue  preference  or  disadvantage  persons  or 
traffic  similarly  circumstanced,  the  Act  to  regulate  commerce 
leaves  common  carriers  as  they  were  at  common  law,  free  to 
make  special  contracts  looking  to  the  increase  of  their  business, 
to  classify  their  traffic,  to  adjust  and  apportion  their  rates  so 
as  to  meet  the  necessities  of  commerce,  and  generally  to  manage 
their  important  interests  upon  the  same  principles  which  are 
recognized  as  sound,  and  adopted  in  other  trades  and  pursuits."^ 

The  foregoing  was  affirmed  by  the  Supreme  Court  in  deciding 
the  appeal  in  the  same  case,^  and  was  quoted,  with  approval,  by 
Mr.  Justice  Brewer,  speaking  for  the  Supreme  Court,  in  deliver- 
ing the  opinion  in  a  later  case.*  Precisely  what  Judge  Jackson 
meant  in  referring  to  "principles  recognized  as  sound"  which  the 
carriers  are  left  free  to  follow  was  explained,  in  the  same  opinion, 
as  follows: — 

"Subject  to  these  conditions  and  limitations,  the  Act  does  not, 
and  was  not  intended  to,  restrict  the  common-law  right  and 
power  of  common  carriers  to  make  special  contracts,  or  adjust 
their  rates  with  reference  to  existing  wants  and  circumstances, 
so  as  to  promote  their  own  interests,  while  affording  all  proper 
and  reasonable  facilities  and  conveniences  to  the  public.  Sub- 
ject to  the  above  conditions,  the  Act  intended  to  leave  the  adjust- 
ment of  rates  as  absolutely  and  completely  in  the  discretion  of 
the  carrier  as  it  existed  at  common  law,  which  never  questioned 
or  denied  to  common  carriers  the  right  to  give  or  make  lower 
rates,  based  on  increased  quantity  or  amount  of  service."* 

It  should  be  observed  that  to  assign  the  denial  of  wholesale 
rates  as  the  primary  cause  of  secret  rate-cutting  is  not  to  assume 
that  every  rebate,  or  even  most  rebates,  resulted  in  actual  charges 
that  correctly  expressed  an  economic  need.  Quite  a  contrary  con- 
clusion is  perfectly  reconcilable  with  the  belief  that  there  would 
have  been  no  rebates,  or  substantially  none,  had  the  published 
schedules  expressed  an  adequate  recog^nition  of  the  need  of 
wholesale  rates.  The  essential  vice  of  secrecy  in  such  matters 
lies  in  the  fact  that  one  secret  rate  made  in  the  face  of  economic 

Us  Fed.  Rep.,  37.  50-51.        '145  U.  S.,  263. 

'  Interstate  Commerce  Commission  ▼.  Cincinnati,  New  Orleans  and  Texas 
Pacific,  167  U.  S.,  479,  493.  *43  Fed.  Rep.,  37,  44. 
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conditions  seemingly  imperative  and  certainly  sufficient  to  justify 
the  same  rate  if  openly  given,  may  lead  to  a  dozen  secret  unjust 
discriminations  which  no  rate-making  officer  would  ever  put  in 
the  published  tariff.  If  just  rates  must  be  made  by  methods  that 
violate  the  law,  because  the  public  refuses  to  sanction  their 
appearance  in  the  tariffs,  although  they  might  lawfully  be  pub- 
lished, and  the  officers  of  the  carriers  either  fail  to  recognize  the 
ea>nomic  justification  for  such  rates  or  for  other  reasons  are 
unwilling  to  publish  them,  those  whose  violations  of  the  law 
against  secret  rates  are  condoned  when  the  charges  are,  in 
themselves,  just  will  always  find  ways  to  grant  still  more  illegiti- 
mate favors  in  charges  to  themselves,  their  relatives  or  their 
friends. 

There  is  no  doubt  that  adequate  laws  against  rebates  can  be 
made  and  generally  enforced.  There  has  been  no  time  since 
1887  that,  given  a  general  recognition  of  the  correctness  of  the 
principle  expressed  in  the  law  and  an  intelligent  and  energetic 
desire  to  prevent  and  punish  its  violation,  the  practice  of  rebating 
would  not  have  substantially  disappeared  The  law  against 
rebates  does  not  run  counter  to  an  economic  law  but.  if  the  his^ 
tory  here  recited  proves  the  need  of  wholesale  rates  based  on 
larger  quantities,  the  law  and  the  practice  of  rate*making  which 
does  not  admit  of  published  discriminations  in  favor  of  quan- 
tities from  (say)  five  car-loads  up  with  progressive  decreases 
as  shipments  increase^  do,  together,  run  counter  to  economic  law. 
Certainly  there  can  be  no  rebates  under  the  present  law  if  it  is 
enforced  with  intelligence  and  persistent  vigor.  But,  if  the 
economic  necessity  that  has  been  suggested  is  a  real  one,  the  rail- 
ways must  resort  to  the  practice  of  publishing  train-load  and 
other  wholesale  rates,  or  if  they  decline  to  do  so  or  public  senti- 
ment compels  them  to  refrain  or  abandon  the  practice  after 
experimenting  with  it,  the  enforcement  of  the  law  will  cripple 
American  industry  and  put  an  added  burden  upon  American  con- 
sumers. In  the  latter  case  the  more  probable  result  would  be 
the  cessation  of  any  consistent  effort  to  enforce  the  law,  as  such 
efforts  have  heretofore  ceased,  and  the  resumption  of  secret 
rate-cutting  with  all  its  baneful  and  unjustly  discriminatory 
accompaniments. 

H.  T.  Newcomb. 

Washmgtoa 
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I. 

THE  first  volume  of  the  report  of  the  Commissioner  of  Cor- 
porations on  the  Petroleum  Industry,  dealing  with  the  posi- 
tion of  the  Standard  Oil  Company  in  the  petroleum  business,  like 
the  special  report  of  the  Commissioner  on  the  Transportation  6f 
Petroleum,  published  a  year  ago,  is  concerned  with  the  trans- 
portation conditions  in  the  petroleum  business.  These  two 
volumes  together  complete  the  results  of  the  latest  investigation 
of  the  government  into  the  most  important  phase  of  the 
Standard  Oil  Company.  The  conclusion  reached  in  this  inves- 
tigation is  tersely  expressed  by  the  Commissioner :  "Aside  from 
railroad  discrimination  and  the  predatory  methods  of  the 
Standard  Oil  Company  in  competition,  the  most  important 
element  in  the  substantial  monopoly  enjoyed  by  that  company 
to-day  is  its  almost  complete  control  of  pipe  lines  in  and  from 
the  more  important  oil  fields." 

The  railroad  discrimination  charged  by  the  Commissioner  has 
already  been  discussed  in  the  Yale  Review^  in  a  review  of  the 
special  report  of  the  Commissioner  on  the  Transportation  of 
Petroleum.  Since  the  publication  of  that  report,  prosecutions 
based  upon  the  information  collected  by  the  Commissioner  have 
been  begun,  and  the  questions  thus  raised  will  finally  and 
authoritatively  be  decided  in  the  courts.     The  methods  of  the 
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Standard  Oil  Company  in  competition  are  promised  to  be  the 

subject  of  3  future  volume  of  the  Report.  Accordingly,  the  dis- 
cussion of  the  Commissioner's  charges  regarding  railroad  dis* 
crimination  and  methods  of  competition  may  best  be  postponed 
for  the  present  The  conditions  of  pipe  line  transportation,  in 
which  the  Commissioner  finds  the  explanation  of  the  present 
dominance  of  the  Standard  Oil  Company,  and  to  which  is  devoted 
the  greater  portion  of  the  volume  under  review,  will,  therefore, 
alone  be  discussed. 

Out  of  a  total  production  of  crude  oil  in  the  United  States 
in  1905  of  approximately  135,000,000  barrels,  not  over  one-sixth 
came  from  wells  owned  by  the  Standard  Oil  Company,  or 
affiliated  companies.  The  superiority  of  the  Standard  Oil 
Company,  the  Commissioner  concludes,  does  not  rest  upon  a 
monopoly  of  the  raw  material  of  the  refining  business.  In  the 
words  of  the  Commissioner,  it  rests  "upon  its  ownership  of  a 
very  large  proportion  of  the  pipe  lines  by  which  crude  oil  is  trans- 
ported*  of  the  refineries  in  which  it  is  converted  into  finished 
products,  and  of  the  marketing  facilities  by  which  these  products 
are  distributed  to  the  consumer.  The  Standard,  in  other  words, 
controls  the  intermediate  agencies  between  the  producer  and  the 
consumer,"  The  most  important  of  these  agencies,  according 
to  the  Commissioner,  is  the  ownership  of  pipe  lines. 

The  pipe  line  business  calls  for  exceedingly  large  and  sudden 
investments  of  capita^  and  a  high  degree  of  speculative  enter- 
prise. In  a  large  oil  field  an  elaborate  network  of  pipes  must 
be  built,  reaching  every  well  with  its  gathering  lines  as  fast 
as  it  is  drilled,  and  drawing  these  lines  together  into  gradually 
larger  trunk  lines,  until  all  the  oil  is  assembled  at  one  center, 
where  it  is  either  delivered  to  trunk  lines,  or  stored  in  large 
storage  tanks  awaiting  delivery.  The  trunk  pipe  lines  which 
transport  oil  for  long  distances  to  the  refineries,  or  other  places 
of  final  delivery,  vary  from  4  to  12  inches  in  diameter  and 
run  for  long  distances  in  practically  straight  lines,  regardless 
of  hills*  mountains  or  rivers.  Oil  is  propelled  tlirough  these  pipes 
by  powerful  pumps,  situated  from  30  to  70  miles  apart.  At 
various  intcr\'als  along  the  lines  are  parallel  pipes,  called  "loops," 
which  equalize  the  pressure.     At  each  pumping  station  there 
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are  one  or  more  storage  tanks,  where  oil  may  be  delivered.  As 
the  development  of  an  oil  field  progresses,  the  gathering  lines 
of  the  pipe  line  system  are  extended,  like  antennae,  to  reach 
the  new  wells,  and  the  trunk  lines  and  storage  tanks  immediately 
follow  after.  As  the  output  of  an  exhausted  oil  well  diminishes, 
the  gathering  lines  of  the  system  must  be  abandoned,  and  the 
trunk  lines  and  storage  tanks  must  be  torn  up  and  dismantled. 
The  rapidity  with  which  these  extensions  and  recessions  must 
be  made  is  shown  by  the  immense  changes  which  have  occurred 
in  the  production  of  crude  oil  during  the  last  few  years. 

In  the  five  years  ending  with  1900,  the  production  of  crude 
oil  was  chiefly  confined  to  the  so-called  Appalachian,  Lima  and 
Indiana  oil  fields.  The  Appalachian  field  extends  from  the 
southern  part  of  western  New  York,  southwesterly  through 
western  Pennsylvannia,  into  the  eastern  part  of  Ohio  and  the 
western  parts  of  West  Virginia,  Kentucky  and  Tennessee.  The 
Lima  and  the  Indiana  oil  fields  lie  in  northwestern  Ohio  and  the 
central  eastern  part  of  Indiana.  These  fields,  together,  during 
this  period,  produced  95  per  cent,  of  the  output  of  the  United 
States.  After  1900,  the  development  of  new  oil  fields  in  Kansas, 
Oklahoma,  Indian  Territory,  Texas  and  California  continued 
so  rapidly  that  in  1904  the  output  of  the  Appalachian,  Lima 
and  Indiana  fields  was  less  than  50  per  cent,  of  the  output  of 
the  entire  country,  and  in  1905  was  less  than  40  per  cent.  The 
total  production  of  crude  oil  in  the  United  States,  throughout 
this  period,  more  than  doubled.  The  production  in  the  Kansas, 
Oklahoma  and  Indian  Territory  fields, — or  the  Mid-Continent 
field  as  they  are  collectively  termed — rose  from  5,617,527 
barrels  in  1904  to  12,013,495  barrels  in  1905.  In  the  Colorado 
field,  on  the  other  hand,  the  production  fell  from  501,763 
barrels  in  1904  to  376,238  barrels  in  1905.  In  1905  a  new  field 
was  unexpectedly  opened  in  eastern  Illinois,  with  an  annual  pro- 
duction of  181,084  barrels.  The  production  in  this  field 
increased  astonishingly,  until  now  it  has  reached  18,000,000 
barrels  a  year.  The  outlay  of  capital  and  the  alacrity  of 
construction  which  are  necessary  to  keep  pace  with  these  extra- 
ordinary changes  in  the  area  of  productions  are  plainly  very 
considerable. 
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Within  the  limits  of  every  oil  field,  considerable  variation  is 
observable  from  time  to  time  in  the  output  of  the  various 
pools.  Even  wilhin  the  same  pool,  the  production  of  different 
wells  varies  greatly  from  month  to  month.  The  original  out- 
put of  a  well,  after  '^shooting/'  is  greater  than  at  any  subse- 
quent time.  The  rapidity  with  which  the  production  of  the  wells 
declines  is  a  risk  which  must  be  assumed  by  the  pipe  line  com- 
pany, which  connects  with  them.  In  some  cases,  they  cease  to  be 
commercially  profitable  within  a  few  months.  In  other  cases, 
they  run  with  gradually  decreasing  production  for  decades.  To 
a  certain  extent,  the  production  of  the  pool  may  be  maintained  as 
the  older  wells  decline,  by  continually  drilling  new  wells;  but 
the  average  initial  production  of  new  wells  is  usually  less  than 
that  of  the  first  wells,  and  ultimately  the  aggregate  production 
decreases.  The  pipe  line  companies,  whicli  make  large  invest- 
ments of  capital  in  order  to  serve  these  oil  wells,  must  obviously 
engage  in  the  same  speculation,  and  undergo  the  same  t\s\^^  that 
the  producers  assume. 

In  1873,  a  pipe  line  was  constructed  in  Clarion  County, 
Pennsylvania,  by  certain  interests  affiliated  with  the  Standard  Oil 
Company.  In  1874,  the  United  Pipe  Lines,  which  was  one  of 
the  most  important  pipe  Hues  in  Pennsylvania  and  controlled 
nearly  one-third  of  the  business  of  the  region,  came  under 
similar  control.  In  the  period  of  severe  competition  that  fol- 
lowed, the  Standard  Oil  Company  acquired  control  of  several 
other  pipe  line  companies,  and  eventually,  in  1877,  obtained  con- 
trol of  the  Columbia  Conduit  Company  and  the  pipe  lines  and 
refineries  of  the  Empire  Transportation  Company.  Shortly 
after,  the  Tide  Water  Pipe  Company  (Limited)  was  organized 
by  certain  independent  interests  for  the  purpose  of  building  a 
pipe  line  from  the  oil  fields  in  northwestern  Pennsylvania  to  the 
seaboard.  In  1879,  this  line  was  completed  from  the  Bradford 
field  to  Willtamsport,  Pennsylvania.  Meantime,  the  Standard 
Oil  Company  had  built  a  pipe  line  from  the  Pennsylvania  oil  field 
to  Cleveland.  In  1881,  it  organized  the  National  Transit  Com- 
pany, with  a  capital  of  $5,000,000,  to  lay  a  pipe  line  to  the 
seaboard  for  the  purpose  of  transporting  oil  gathered  by  the 
United  Pipe  Lines.     In  1884,  certain  persons  associated  with  the 
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Standard  Oil  Company  purchased  a  minority  interest  in  the  stock 
of  the  Tide  Water  Pipe  Company,  and  thereafter  the  oil  traffic 
of  the  Standard  Oil  Company  was  shared  by  the  National  Transit 
Company,  the  Tide  Water  Pipe  Company,  and  the  railroads. 

Since  1884,  the  pipe  lines  controlled  by  the  Standard  Company 
have  increased,  until,  according  to  the  Commissioner,  they  now 
compose  over  35,000  miles  of  pipe  and  represent  an  investment 
of  approximately  $65,000,000.  The  lines  of  the  Standard  Oil 
Company  in  the  Appalachian,  Lima,  Indiana,  Illinois  and  Mid- 
Continent  fields  constitute,  in  each  field,  a  distinct  group. 
Together  these  lines  compose  a  single  vast  system  extending  from 
Indian  Territory  to  the  Atlantic  Ocean.  The  Appalachian  group 
comprises  the  National  Transit  Company,  the  Tide  Water  Pipe 
Company  and  several  other  large  pipe  lines,  and  covers  the  entire 
Appalachian  field  with  a  network  of  gathering  lines.  It  includes 
also  five  trunk  lines,  varying  from  one  to  three  pipes  each,  run- 
ning to  the  tide  water  with  terminals  at  the  great  refineries  of 
the  Standard  Oil  Company  at  New  York  Harbor,  Philadelphia 
and  Baltimore,  and  at  the  great  export  depot  of  the  company  at 
Marcus  Hook.  The  Buckeye  Pipe  Line  Company  and  the 
Indiana  Pipe  Line  Company  together  cover  the  Lima  and  Indiana 
oil  fields,  whence  one  trunk  line  of  two  pipes  extends  westward 
to  the  great  refinery  of  the  Standard  Oil  Company  at  Whiting, 
Indiana,  just  outside  of  Chicago:  while  another  trunk  line  of 
three  pipes  extends  eastward  to  Bear  Creek,  Pennsylvania,  where 
a  large  part  of  the  crude  oil  is  turned  over  to  the  Appalachian 
trunk  lines  for  transportation  to  the  seaboard.  The  Ohio  Oil 
Company  connects  this  system  by  a  trunk  line  with  the  new  and 
important  oil  field  of  eastern  Illinois.  The  Prairie  Oil  and  Gas 
Company  gathers  oil  from  Kansas,  Oklahoma  and  Indian  Terri- 
tory and  transports  part  of  it  to  the  trunk  lines  of  the  Buckeye 
Pipe  Line  Company  and  the  Indiana  Pipe  Line  Company;  and 
carries  part  of  it  to  the  refineries  of  the  Standard  Oil  Company 
at  Neodesha,  Kansas,  and  Sugar  Creek,  Missouri.  The  distance 
traversed  by  the  main  trunk  lines  from  Humboldt,  Kansas,  to 
Griffith,  Indiana,  where  connection  is  made  with  the  trunk  lines 
of  the  Buckeye  Pipe  Line  Company  and  the  Indiana  Pipe  Line 
Company,  is  about  540  miles.    The  Prairie  Oil  and  Gas  Company 
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comprises  about  2,500  miles  of  pipe.  Through  this  immense 
System,  composed  of  various  groups  of  pipe  Hnes,  which  the 
Standard  Oil  Company  has  organized  and  unified  with  a  view  to 
attaining  the  greatest  efficiency,  oil  is  actually  piped  the  entire 
distance  from  Indian  Territory  to  the  seaboard ;  and  any  refinery 
of  the  Standard  Oil  Company,  from  Kansas  to  the  tide  water, 
could,  as  a  physical  possibility,  be  supplied,  if  desired,  with  oU 
from  anyone  of  the  great  oil  fields.  As  a  matter  of  fact,  how- 
ever, the  business  is  carried  on  by  connections  with  the  oil  fields 
nearest  at  hand. 

The  history  of  independent  pipe  lines  dates  from  the  organ- 
ization, in  1887,  of  the  Producers*  Protective  Association  by 
the  leading  crude  oil  producers  of  the  country.  The  purpose 
of  this  organization  was  to  restrict  the  production  of  crude  oil. 
Throughout  1887  and  1B88,  during  the  *'shut  down*'  in  the 
production  of  oil,  the  association  was  devising  plans  for  build- 
ing an  independent  pipe  line.  In  1891,  the  Producers'  Oil  Com- 
pany, a  limited  partnership,  was  organized,  which  proceeded 
immediately  to  lay  collecting  pii^es  in  the  new  McDonald  field. 
In  order  to  dispose  of  this  oil  to  independent  refiners  in  western 
Pennsylvania,  a  new  limited  partnership,  the  Producers*  and 
Refiners'  Oil  Company,  was  organized  in  1892,  which  laid  a  pipe 
line  from  the  McDonald  field  to  Titusville  and  Oil  City.  During 
the  same  year,  several  independent  refiners  incorporated  the 
United  States  Pipe  Line  Company,  for  the  purpose  of  build- 
ing a  pipe  line  to  tlie  seaboard.  In  order  to  prevent  the  control 
of  the  company  from  passing  out  of  the  hands  of  the  independent 
refiners,  all  the  stock  was  vested  in  a  single  trustee,  who  was 
empowered  to  vote  thereon  at  meetings  of  stockholders.  By 
1893,  the  company  had  completed  a  line  for  the  transportation 
of  crude  oil  from  Bradford  to  Wilkesbarre,  and  another  line  for 
the  transportation  of  refined  oil  from  Oil  City  and  Titusville 
to  the  same  point.  The  Jersey  Central  Railway  transported  this 
oil  from  Wilkesbarre  by  rail  to  New  York.  For  several  years, 
the  United  States  Pipe  Lines  Company  sought  to  purchase  rights 
of  way  across  New  Jersey.  Failing  in  this  attempt,  it  extended 
its  lines  southward  to  tide  water  at  Marcus  Hook,  near  Phila- 
delphia. In  1 901,  when  oil  began  to  be  delivered  through  this 
11 
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line,  keen  competition  commenced  between  the  Standard  Oil 
Company  and  the  independent  refiners,  which  particularly  affected 
prices  in  the  export  trade  that  the  new  pipe  line  was  intended 
chiefly  to  foster.  In  order  to  support  the  independent  refiners,  a 
new  company,  the  Pure  Oil  Company,  was  formed,  composed 
largely  of  the  same  persons  who  were  interested  in  the  Producers' 
and  Refiners'  Oil  Company  and  the  United  States  Pipe  Line  Com- 
pany. The  chief  business  of  the  new  company  was  to  market 
the  export  oil,  produced  by  the  independent  refiners.  Following 
the  example  of  the  United  States  Pipe  Line  Company,  the  sub- 
scribers to  the  stock  of  the  Pure  Oil  Company  entered  into  a  trust 
agreement,  placing  a  majority  of  the  stock  in  the  hands  of 
fifteen  trustees,  with  power  to  vote  thereon  at  stockholders' 
meetings.  In  1900,  the  authorized  capital  stock  of  this  Com- 
pany was  increased  from  $1,000,000  to  $10,000,000,  and  a 
majority  of  the  stock  of  the  Producers'  Oil  Company,  the  Pro- 
ducers' and  Refiners'  Oil  Company  and  the  United  States  Pipe 
Line  Company  was  turned  over  to  it.  The  permanence  of  the 
Pure  Oil  Company  as  a  rival  of  the  Standard  Oil  Company 
is  assured  by  its  ownership  of  the  stock  of  its  subsidiary  com- 
panies, and  its  absolute  control  by  a  voting  trust.  Since  effect- 
ing this  solidarity  in  its  organization,  the  Pure  Oil  Company  has 
built,  directly,  or  through  its  subsidiary  companies,  additional 
pipe  lines  in  Ohio  and  West  Virginia,  has  begun  the  production 
of  crude  oil,  and  has  built  a  refinery  of  its  own  at  Marcus  Hook. 
During  the  past  year  or  two,  it  has  steadily  expanded  its  export 
trade  and  its  facilities  for  marketing  oil  in  the  United  States. 
As  an  active  competitor  of  the  Standard  Oil  Company,  its 
success  has  been   fully  demonstrated. 

The  causes  of  the  dominance  which  the  Standard  Oil  Com- 
pany enjoys  in  the  pipe  line  situation  may  be  inferred  from 
this  narrative  of  the  growth  of  the  pipe  lines  of  the  Standard 
Oil  Company  and  of  the  independent  refineries.  By  reason  of 
the  unexpected  changes  which  occurred  from  time  to  time  in  the 
area  of  production,  extraordinary  outlays  of  capital  for  new  con- 
struction were  called  for  at  short  notice.  In  such  a  situation, 
the  advantage  lay  overwhelmingly  with  the  interest  which 
commanded   the   largest   financial    resources.      Because   of   the 
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ephemeral  nature  of  oil  **booms,*'  large  investments  were 
necessarily  made  at  the  risk  of  great  loss.  Speculative 
enterprise,  as  well  as  abundance  of  capital  to  support  it,  was, 
therefore,  essential  Under  these  circumstances^  the  daring  and 
efficient  direction,  by  the  Standard  Oil  Company,  of  adequate 
amounts  of  capital  could  not  fail  to  win  superior  position. 


II, 

At  the  outset  of  a  consideration  of  the  difficulties  presented 
to-day  by  the  pipe  line  situation,  certain  physical  limitations  of 
the  business  must  be  noted.  When  a  shipment  is  tendered  to 
a  railroad,  whether  it  be  a  small  package  or  hundreds  of  tons,  it 
can  be  placed  in  one  or  more  packages  or  vehicles  and  carried 
over  the  road  in  either  direction,  and  from  any  point  to  any  other 
point  along  the  route.  The  package  or  vehicle  is  distinct  from 
the  track  over  which  it  is  carried*  Consequently,  the  capacity 
of  the  railroad  may  be  increased,  within  broad  limits,  without 
adding  to  the  road  bed,  by  merely  putting  on  additional  rolling 
stock;  and  as  the  packages  or  vehicles  are  distinct,  each  ship- 
ment can  be  kept  physically  separate  from  every  other  shipment. 
In  large  measure,  the  pipe  line  business  lacks  all  these  advantages 
of  railroad  transportation 

A  pipe  line  cannot  properly  be  expected  to  transport  oil  in  a 
direction  contrary  to  the  ordinaiy  movement,  except  in  very 
large  quantities.  Since  the  pipe  lines  of  the  Standard  Oil  Com- 
pany are  constantly  occupied  with  oil  moving  eastward  from 
the  Lima,  Indiana  and  Mid-Continent  fields,  it  is  unreasonable 
to  expect  these  lines  to  move  oil  from  the  Appalachian  field 
westward  to  Chicago,  except  in  large  quantities. 

The  capacity  of  a  pipe  line  is  strictly  limited.  In  new  fields, 
the  productive  capacity  of  the  wells  is  often  greater  than  the 
capacity  of  the  pipe  lines,  but  the  production  falls  off  so  rapidly 
that  adequate  pipe  lines,  built  to  meet  a  temporary  emergency, 
soon  become  superfluous.  Pipe  line  companies  cannot  reason- 
ably be  expected  to  lay  pipes  or  build  storage  tanks  to  hold  a 
temporary  superfluity  of  oil.  As  was  shown  in  the  development 
of  the  Bradford  and  McDonald  fields,  and  more  recently  in 
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the  opening  of  the  Mid-Continent  and  Illinois  fields,  the  chief 
complaint  against  the  pipe  line  companies,  in  every  new  field, 
springs  from  the  unavoidable  circumstance  that  the  capacity 
of  the  pipe  lines  is  less  than  the  production  of  oil  Similarly, 
the  enlargement  of  the  refineries  may  render  inadequate  the 
capacity  of  pipe  lines  which  previously  had  proved  sufficienL 
The  erection  of  new  refineries  at  points  remote  from  the 
established  terminals  and  the  regular  delivery  stations  of  the  pipe 
lines  may  make  necessary  the  building  of  new  connections  and^ 
new  pumping  stations.  Each  increase  in  the  production  and 
refining  of  oil  is  generally  sudden  and  unexpected.  In  order  to 
adjust  the  capacity  of  pipe  lines  to  this  increase,  new  construction 
is  almost  always  necessary. 

Oil  transported  by  pipe  lines  is  not  placed  in  a  package  or 
vehicle,  but  occupies  the  pipe  itself-  Accordingly,  oil  which  is 
carried  in  pipe  lines  is  mingled  in  transit,  and  must 
be  delivered  to  the  consignee  from  a  common  stock. 
It  follows  that  oil  of  different  qualities  can  be  transported 
only  when  offered  in  such  large  quantities  as  will  repay 
the  pipe  line  company  for  the  expense  of  making  a  separate 
shipment  The  oil  from  the  Appalachian,  Lima,  Indiana  and 
Mid-Continent  fields,  which  is  all  handled  by  one  connecting 
system  of  pipe  lines,  differs  so  greatly  that  it  would  be  quite 
improper  to  mix  it,  and  to  make  delivery  from  the  common 
stock.  In  the  Appalachian  field,  the  so-called  "Pennsylvania'' 
oil  differs  in  quality  and  price  from  the  Tiona,  Corning,  New 
Castle  and  Kentucky  oils*  Very  recently  the  '^Pennsylvania*' 
oil  has  been  divided  into  t%vo  classes,  amber  and  dark.  In  the 
Lima  and  Indiana  fields,  the  Standard  Oil  Company  pays  one 
price  for  North  Lima  oil  and  another  price  for  South  Lima 
and  Indiana  oil.  These  various  grades  of  oil  are  each  produced  j 
in  a  defined  poo!,  and  may  easily  be  kept  separate  in  the  gathering* 
lines.  In  transportation  through  the  trunk  lines,  however,  there 
is  more  likelihood  of  mixture.  Some  complaints^  indeed,  ara| 
reported  by  refiners  regarding  the  mixture  of  oils  of  slightly 
different  colors  and  qualities  obtained  from  the  same  pooL  It 
seems,  therefore,  that  some  reasonable  regulatioti  must  be 
enforced  regarding  the  amount  of  any  particular  quality  of  oil, 
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which  will  be  accepted  for  shipment.  The  Standard  Oil  Com- 
pany has  provided  that  this  minimum  for  shipment  from  any 
point  in  the  Appalachian  field  to  any  destination,  excepting  Olean, 
New  York,  shall  be  75*000  barrels;  and  from  any  point  in  the 
Lima  and  Indiana  fields  to  any  destination,  it  has  fixed  a 
minimum  of  300,000  barrels.  The  reasonableness  of  these 
regulations  rests  upon  the  assumption  that  the  mixture  of  ship- 
ments and  the  delivery  from  common  stock,  will  not  satisfy 
the  shippers;  and  that  the  expense  to  the  pipe  line  companies^ 
in  keeping  separate  the  shipments,  justifies  their  insistence  upon 
a  high  minimum  of  shipment. 

In  some  fields,  the  oil  of  different  shippers  is  practically  uni- 
form^  and  delivery  can  safely  be  made  out  of  common  stock. 
This  condition,  though  apparently  satisfactory  for  conducting 
the  business  of  a  common  carrier  of  oil,  has  not  in  experience 
proved  conducive  to  that  result.  In  the  Appalachian  field*  the 
early  practice  of  the  pipe  line  companies,  which  were  common 
carriers,  was  to  accept  oil  from  the  shipper,  and  to  store  it  in  com- 
mon stock.  The  shipper  retained  ownership  of  this  oil,  in  the 
form  of  credit  balances  or  pipe  line  certificateSt  which  he  could 
sell  to  others,  or  could  keep  indefinitely,  upon  payment  of  storage 
charges.  Gradually,  however,  this  practice  fell  into  disuse.  The 
present  custom  is  to  sell  the  oil  in  the  pipes,  with  tlie  privilege  of 
demanding  payment  any  time  within  thirty  days  at  market  rates. 
The  producer  is  thus  given  the  advantage  of  any  favorable 
change  in  the  price  of  oil  in  the  meantime.  After  thirty  days, 
storage  charges  begin,  and  these  are  charged  against  the  oil  and 
are  deducted  whenever  the  producer  decides  to  close  the  transac- 
tion.    The  general  practice  is  to  close  the  sale  within  thirty  days. 

The  cost  of  the  construction  of  the  pipe  lines  of  the  Standard 
Oil  Company  in  the  Mid-Continent  field,  and  of  the  trunk  line 
from  Humboldt,  Kansas,  to  Sugar  Creek,  Missouri,  was  given  to 
the  Commissioner  by  the  Standard  Oil  Company ;  and  upon  this 
basis  he  prepared  a  computation  of  the  cost  of  reproducing  and 
operating  the  pii^e  lines  in  the  Appalachian,  Lima  and  Indiana 
fields.  Upon  the  assumption  that  a  reasonable  pipe  line  rate  is 
one  that  covers  the  cost  of  operation,  and  leaves  a  reasonable 
return  for  interest  on  the  investment,  and  an  adequate  compensa- 
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tion  for  the  risk,  the  Commissioner  concludes  that  the  rates  are 
excessive.  The  basis,  however,  upon  which  the  pipe  line  com- 
panies have  fixed  their  charges  is  generally  the  basis  on  which 
railroad  rates  are  determined,  namely,  charging  what  will  move 
the  traffic.  A  low  charge,  proportionate  to  the  investment  and 
the  risk,  is  generally  made  for  transportation  through  the  gather- 
ing lines  which  serve  as  feeders  to  the  system ;  and  a  correspond- 
ingly high  charge  is  made  for  transportation  through  the  trunk 
lines.  The  estimates  which  the  Commissioner  has  made  concern 
only  the  charges  for  trunk-line  traffic  and,  consequently,  show  a 
large  profit.  The  figures  regarding  the  gathering  lines  would 
probably  show  a  much  lower  profit,  and  occasionally  a  consider- 
able loss,  caused  by  the  unexpected  decline  in  production.  The 
speculative  character  of  this  branch  of  the  pipe  line  business  tends 
inevitably  to  increase  the  rate  of  charge,  in  order  to  compensate 
for  the  risk.  The  life  of  a  pipe  line,  furthermore,  is  generally 
not  more  than  fifteen  years.  The  result  of  charging  a  propor- 
tionately high  rate  is  naturally  to  discourage  the  offering  of  oil 
for  transportation,  and  to  induce  producers  to  sell  their  oil  at 
the  well. 

How  far  the  pipe  line  companies  have  exercised  the  right  of 
eminent  domain  in  the  acquisition  of  their  routes  does  not  appear 
in  the  report.  It  is  impossible,  therefore,  to  determine  from  that 
source,  or  indeed  from  any  other  available  authorities  on  this 
general  subject,  whether  the  pipe  line  companies  have  accepted 
the  corporate  privileges  of  a  common  carrier  in  such  measure 
as  to  compel  their  service  as  common  carriers.  An  examination 
of  the  corporate  history  of  each  pipe  line  would  be  necessary  in 
order  to  answer  this  question.  The  Producers'  and  Refiners* 
Pipe  Line  Company,  which  is  controlled  by  independent  refiners, 
declares  that  it  is  not  a  common  carrier.  The  Prairie  Oil  and 
Gas  Company,  which  is  controlled  by  the  Standard  Oil  Company, 
according  to  the  Commissioner,  "has  not  acted  as  a  common 
carrier,  and  has  given  no  indication  to  the  public  that  it  will  do  so. 
It  has,  instead,  continued  its  previous  practice  of  accepting  oil  in 
its  pipes  only  on  condition  that  it  shall  become  at  once  the 
property  of  the  company."  A  similar  position,  the  Commissioner 
states,  has  publicly  been  taken  by  the  Ohio  Oil  Company  and  the 
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Tide  Water  Pipe  Company,  in  the  latter  of  which  the  Standard 
Oil  Company  owns  a  minority  of  the  stock.  The  consequence 
of  this  attitude,  if  successfully  maintained,  will  be  to  relieve  these 
pipe  lines  from  the  duties  laid  by  law  upon  connnon  carriers. 
These  duties,  which,  throughout  his  report,  the  Commissioner  has 
assumed  were  incumbent  upon  the  pipe  line  companies,  are  to 
serve  the  public,  to  charge  only  a  reasonable  rate  for  service,  and 
to  serve  everybody  without  discrimination.  Before  the  charges, 
which  the  Commissioner  makes  against  the  pipe  line  companies,  can 
be  substantiated,  the  assumption  upon  which  these  charges  rest 
must  be  established. 

Statutes  have  been  enacted  in  New  York,  Ohio,  Pennsyl- 
vania, West  Virginia,  Kansas  and  more  recently  by  the  Federal 
Government,  with  a  view  to  extending  to  pipe  lines  the  ordinary 
duties  of  a  common  carrier.  The  relation  of  common  carrier 
arises  when  a  transportation  company  makes  public  profes- 
sion, either  in  its  articles  of  incorporation  or  in  its  course  of 
business,  that  it  intends  to  serve  the  public.  Without  such  a 
profession,  the  relation  cannot  be  created.  A  private  rail- 
road, operated  by  a  quarry  company  upon  its  own  property,  and 
used  solely  in  its  own  business,  for  the  carriage  of  goods  which 
the  company  buys  and  sells,  and  which  is  not  employed  to  trans- 
port passengers  or  goods  for  the  general  public,  cannot  be 
regarded  as  having  made  a  profession  to  serve  the  public*  In 
the  absence  of  such  a  profession  in  its  articles  of  incorporation, 
or  in  its  course  of  business,  it  seems  that  such  a  private  railroad 
cannot,  by  any  process  of  statutory  enactment,  be  charged  with 
the  duties  of  a  common  carrier.  Such  a  proceeding,  would, 
probably,  be  held  a  diversion  of  purely  private  property,  without 
due  compensation,  to  public  use;  and,  consequently,  would  be 
regarded  as  a  violation  of  the  familiar  provision  contained  in  the 
Constitution  of  the  United  States,  and  the  constitutions  of  each 
of  the  several  States.  The  application  of  this  principle  to  the 
pipe  line  companies  is  obvious.  Unless  their  articles  of  incor- 
poration or  their  course  of  business  constitute  a  profession  to 
serve  the  public,  they  cannot  be  held  liable  to  the  obligations  of  a 
common  carrier.  The  pipe  line  companies  contend  that  they 
have  made  no  such  profession,  and  urge  that  the  statutes  relied  on 
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by  the  Commissioner,  in  so  far  as  they  a.re  concerned,  are  an 
unconstitutional  attempt  to  impress  a  public  use  upon  private 
property,  without  making  proper  compensation  therefor.  The 
refusal  of  certain  of  the  companies  to  comply  with  the  provisions 
of  the  new  federal  law  regarding  pipe  lines*  is  treated  by  the 
Commissioner  as  the  expression,  by  these  companies,  of  their 
contention  that  they  are  not  common  carriers.  If  their  con- 
tention is  successful,  a  large  proportion  of  the  acts  which  the 
Commissioner  regards  as  violations  of  law  will,  in  fact,  appear 
entirely  lawful. 

Pipe  line  competition,  where  it  exists,  is  not  actually  conducted 
by  the  pipe  lines  themselves  but  by  the  oil  buyers  who  are  the 
principal  users  of  the  respective  lines.  The  implication,  which 
the  Commissioner  diffuses  throughout  his  report,  that  the  pipe 
lines  of  the  independent  companies  and  of  the  Standard  Oil  Com- 
pany purchase  the  oil  which  they  receive  into  their  pipes  is,  in  the 
general  instance,  not  strictly  the  fact.  In  competitive  districts, 
the  buyers  that  use  each  pipe  line  offer  higher  prices  for  oil  than 
in  non-comj^etitive  districts,  in  order  to  get  the  business  and  per- 
haps to  force  the  opposing  company  to  withdraw  from  the  field 
This  practice  of  paying  premiums  in  competitive  localities,  which 
the  Commissioner  regards  as  quite  unfair,  is  the  most  usual 
weapon  of  competition  everywhere  in  the  business  world* 

Until  the  courts  have  determined  in  what  respect  and  to  what 
extent  the  pipe  line  business  is  that  of  a  common  carrier,  and 
have  suggested  the  mode  of  overcoming  the  natural  obstacles  in 
the  way  of  common  carriage  of  oil  by  pipe  line,  and  have  directed 
that  the  features  of  a  private  business  %vhich  now  characterize 
some  pipe  line  companies  be  eradicated,  the  pipe  line  companies 
cannot  fairly  be  held  to  the  same  obligations  that  rest  upon  the 
railroads.  The  Commissioner  charges  that  certain  pipe  lines 
controlled  or  owned  by  the  Standard  Oil  Company  have  refused 
to  discharge  the  duties  of  a  common  carrier.  He  states  that 
such  a  pipe  line  company  of  the  Standard  Oil  Company  and  also 
the  Pure  Oil  Company,  an  independent  company,  both  refused, 
in  one  instance,  to  transport  oil  for  an  independent  refiner.  He 
declares  that  an  independent  refiner  once  asked  such  a  pipe  line  of 
the  Standard  Oil  Company  to  make  connections  with  his  refinery^ 
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and  was  refused.  He  quotes  several  independent  refiners  for 
the  proposition  that  the  purchase  of  pipe  line  certificates  fell  into 
disuse  because  of  the  difficulty  in  obtaining  delivery  of  oil  at 
desired  points.  He  says  that,  on  several  occasions,  the  Stand- 
ard Oil  Company  refused  to  establish  a  delivery  station  in  its 
gathering  lines,  and  insisted  on  making  delivery  only  at  its 
regtdar  stations.  Assuming  for  the  moment  that  the  pipe  lines 
were  common  carriers,  it  must  still  be  shown  that  their  refusal 
was  unreasonable.  If,  however,  as  may,  perhaps,  be  the  fact, 
the  pipe  lines  were  not  common  carriers,  such  refusal  was  quite 
within  their  legal  rights.  He  cites  an  instance  in  which  the 
Standard  Oil  Company  has  refused  to  sell  oil  to  an  independent 
refiner.  He  admits,  however,  that  the  Standard  Oil  Company 
very  generally  sells  oil  to  independent  refiners.  In  case  the 
subsidiary  company  of  the  Standard  Oil  Company,  of  which  he 
complains  in  this  instance,  was  merely  a  pipe  line  company  trans- 
porting oil  for  others,  and  not  owning  the  oil  that  it  carried,  it 
clearly  had  neither  the  duty  nor  the  power  to  sell  such  oil.  No 
infonnation  upon  these  points  can  be  derived  from  the  report. 

The  real  quality  of  the  offense  which  the  Commissioner 
charges  against  the  Standard  Oil  Company  appears  in  the  lan- 
guage with  which  he  apportions,  between  that  company  and  the 
independent  companies,  the  blame  for  existing  evils  in  the  pipe 
line  situation.  Regarding  the  payment  of  premiums  for  oil  in 
competitive  localities,  he  says:^ — ^"'It  has  sometimes  been  urged 
in  justification  of  the  policy  of  the  Standard  that  independent 
pipe  lines  in  some  cases  begin  the  payment  of  premiums,  first. 
This  is  true,  but  the  motive  which  actuates  the  independent  is 
quite  different  from  that  which  actuates  the  Standard.  New 
independent  pipe  lines  often  find  that  producers,  being  accus- 
tomed to  dealing  with  the  Standard  and  having  greater  con- 
fidence in  its  credit  and  in  its  permanence,  hesitate  to  sell  their 
oil  to  the  competitor.  Producers  quite  frequently  express  a 
positive  fear  to  discontinue  sale  to  the  Standard,  lest  in  case  the 
independent  pipe  line  should  subsequently  withdraw,  the  Stand- 
ard might  punish  them  by  refusing  to  take  their  oil,  or  in  other 
ways.  To  overcome  this  disposition  of  the  producers,  inde- 
pendent pipe  lines  are  often  forced  to  pay  small  premiums  in 
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order  to  get  any  oil  at  all.  The  Standard  in  paying  premiums, 
however,  usually  has  in  view  nothing  less  than  the  extermination 
of  competition." 

The  Commissioner  reveals  still  more  clearly  his  basis  of  judg- 
ment in  discussing  the  refusal  by  the  pipe  lines  to  discharge  the 
duties  of  common  carriers: — "There  is  undoubtedly  a  material 
difference  between  the  position  of  the  Producers*  and  Refiners* 
Oil  Company  and  that  of  the  Standard  Oil  Company.  What 
might  properly  be  demanded  of  the  great  corporation  might  be 
a  grievous  injustice  to  the  smaller  so  long  as  the  former  failed 
to  perform  its  duty.  The  independent  company  has  only  a 
single  6-inch  trunk  pipe  line;  the  Standard  has  several  6  and 
8-inch  trunk  lines.  The  Standard's  pipe  lines  in  the  Appalachian 
and  Lima-Indiana  fields  handle  twenty  times  as  much  crude  oil 
as  the  Producers*  and  Refiners*  line.  The  independent  refiners 
could  do  little  to  hamper  the  Standard's  refineries  in  obtaining  a 
supply  of  crude  oil  through  the  Standard's  pipe  lines.  The 
Standard  could  almost  completely  prevent  the  independents  from 
getting  crude  oil  through  their  one  small  system.  The  officers 
of  the  Producers*  and  Refiners'  Oil  Company  say  further, 
with  reference  both  to  its  refusal  to  sell  crude  oil  to  certain 
refiners  and  its  refusal  to  transport  for  outsiders,  that  the 
capacity  of  the  pipe  line  has  long  been  taxed  to  its  utmost  to 
supply  the  needs  of  the  refineries  with  which  it  was  already 
connected  and  whose  owners  are  largely  stockholders  in  the 
company." 

In  so  far  as  the  Commissioner  assumes  that  the  pipe  line 
companies  themselves  generally  purchase  the  oil  which  they 
receive  into  their  pipes,  his  conclusions  must  be,  to  a  certain 
degree,  discredited,  as  proceeding  upon  an  assumption  which 
strictly  is  not  true.  "The  motive  which  actuates  the  independ- 
ent," it  is  also  submitted,  is  not  in  quality  "different  from  that 
which  actuates  the  Standard."  Like  all  bidders  in  an  open 
market,  both  "pay  small  premiums  in  order  to  get  any  oil  at  all." 
Two  buyers  cannot  purchase  the  same  thing  at  the  same  time. 
The  buyer  who  would  succeed  in  making  a  purchase  must  neces- 
sarily overcome  the  competition  of  his  rival.  Both  the  Standard 
Oil  Company  and  the  purchasers  of  oil  to  be  carried  by  the 
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independent  pipe  lines,  therefore,  in  paying  premiums  for  oil 
have  "in  view  nothing  else  than  the  extermination  of  competi- 
tion." A  new  rule  of  business  conduct  is  contained  in  the 
dictum  that  "what  might  properly  be  demanded  of  the  great 
corporation  might  be  a  grievous  injustice  to  the  smaller  so  long 
as  the  former  failed  to  perform  its  duty."  The  "grievous 
injustice"  of  performing  his  legal  duty  has  hitherto  not  been 
spared  anybody  because  of  his  size.  Mere  bigfness  has  never 
been  a  sufficient  cause  for  imposing  the  obligation  of  public 
service.  The  possibility  that  a  public  service  company  may  be 
patronized  by  customers  not  its  friends  has  not,  until  now,  been 
a  good  defense.  The  standard  of  conduct  raised  by  the  Com- 
missioner for  the  Standard  Oil  Company  seems  not  only  in 
advance  of  the  law,  but  also  in  advance  of  the  standard  by  which 
its  smaller  rivals  are  judged.  The  trend  of  public  opinion 
regarding  the  ethics  of  trust  competition  may  some  day  lead 
to  the  establishment  of  noblesse  oblige  as  the  law  of  business, 
and  the  disarmament  of  every  great  power  in  the  industrial 
world,  and  the  abandonment  of  every  weapon  of  competition  to 
inferior  industrial  organizations.  The  rule  of  conduct  laid 
down  by  the  Commissioner  is  certainly  prophetic  of  such  an  era. 

Gilbert  Holland  Montague. 

New  York  City. 
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/GOVERNOR  PENNYPACKER  of  Pennsylvania  was  cer- 
^^-^  tainly  the  most  severely  and  the  most  persistently  criti- 
cised chief  executive  that  the  Commonwealth  has  had  since  the 
middle  of  the  19th  century.  He  left  the  office  last  January  with 
a  firmly  established  reputation  for  honesty.  He  ran  counter  to 
public  opinion  as  expressed  in  the  newspapers.  He  had  a  strong 
hold  on  the  affection  and  respect  of  the  common  people.  Very 
often  I  have  heard  newspaper  men,  connected  with  the  very 
papers  that  were  indulging  in  the  most  extreme  criticism  of  him, 
testify  (privately)  in  unequivocal  terms  to  his  integrity  and  his 
devotion  to  public  interests. 

This,  then,  is  the  paradox  of  Governor  Pennypacker.  What 
is  the  explanation?  His  career  as  Chief  Magistrate  of  Penn- 
sylvania affords  an  interesting  phase  of  the  much-mooted  ques- 
tion of  the  wisdom  of  electing  judges  to  administrative  office. 
For  thirteen  years  Governor  Pennypacker  was  a  highly  honored 
member  of  the  judiciary  of  Philadelphia  County,  serving  for 
the  greater  part  of  that  period  as  President  Judge  of  the  Court 
of  Common  Pleas  No.  2.  He  had  a  well  deserved  reputation 
as  a  capable  and  efficient  nisi  prius  judge,  and  his  opinions  as 
a  member  of  the  Court  were  carefully  prepared  and  disclosed 
the  workings  of  a  judicial  mind.  Very  seldom  indeed  did  the 
appellate  courts  overrule  his  decisions. 

While  he  was  a  man  of  profound  convictions  and  strong 
prejudices — for  instance,  his  anti-British  attitude  and  pro-Boer 
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sj-mpathies  were  well  known  ta  his  fellow  citizens — they  never 
played  any  part  whatever  in  his  decisions  as  a  judge.  He  was 
generally  regarded  as  a  bom  judge,  who  was  destined  eventually 
to  occupy  a  seat  on  the  Supreme  Bench.  No  one  associated  him 
with  administrative  affairs,  or  with  politics.  His  family  rela- 
tionship to  Senator  Quay  (he  being  a  cousin)  was  well  known, 
but  it  played  no  part  whatever  in  his  work  as  a  judge.  The  com- 
munity was  therefore  greatly  surprised  when,  in  1902^  Mr.  Quay 
declared  himself  as  opposed  to  the  candidacy  of  Attoniey-General 
Elkin  for  governor,  to  l^m  that  his  candidate  was  Judge  Penny- 
packer.  The  people  of  the  State,  however,  congratulated  them- 
selves upon  the  fact  that  so  clean,  so  reputable,  so  honorable 
a  man  was  likely  to  succeed  Governor  Stone,  whose  affiliations 
with  the  Republican  organization  and  its  policies  and  politics  were 
notorious,  not  to  use  a  harsher  expression. 

The  nomination  of  Judge  Pennypacker,  however,  was  followed 
by  a  series  of  surprises.  In  the  first  place^  he  resigned  and 
entered  upon  an  active  campaign,  for  which  he  was  but  little 
qualified.  Before  ret i ring,  howeverp  he  gave  utterance  to  a  most 
remarkable  interview,  in  which  he  defended  Quay,  justif3nng 
his  course  in  Pennsylvania  and  national  politics.  This  inter- 
view was  given  without  consultation  with  any  of  his  political 
advisers,  and  represented  his  own  contribution  to  the  opening  of 
the  campaign.  It  was  ill-advised  and  ill-timed,  and  prevented 
many  from  openly  espousing  his  cause,  who  otherwise  would  have 
been  glad  to  express  their  appreciation  of  his  sterling  personal 
and  judicial  merits.  He  made  such  an  expression  impossible, 
because  he  made  his  candidacy  represent  Senator  Quay,  and  while 
many  were  willing  to  vote  for  Mr.  Pennjpacker  on  the  strength 
of  his  own  character  and  reputation,  they  were  unwilling  openly 
to  spouse  his  cause  because  he  had  identified  it  with  that  of 
Senator  Quay, 

His  lot  as  a  candidate  was  not  a  particularly  happy  one  because 
he  had  had  no  experience  as  a  campaigner.  He  had  been  accus- 
tomed to  speaking  his  mind  freely  and  directly  without  equivo- 
cation, subterfuge,  or  indirection.  The  voters  of  the  State  were 
not  prepared  for  such  frank  declarations,  but  they  could  not 
escape  the  conviction  that  he  was  an  entirely  honest  man,  and, 
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moreover,  a  courageous  one,  even  though  they  did  not  approve 
of  his  backers.  His  election  as  governor  by  a  plurality  of  150,000 
was  followed  by  a  period  of  uncertainty.  The  people*  did  not 
know  to  what  extent  he  had  pledged  himself  to  Senator  Quay, 
and  the  politicians  did  not  know  to  what  extent  he  was  to  be 
relied  upon  to  serve  their  ends  and  interests. 

One  of  his  first  acts  was  to  invite  Hampton  L.  Carson,  Elsq., 
of  the  Philadelphia  Bar,  a  distinguished  and  capable  lawyer 
with  an  honorable  record,  to  serve  in  his  cabinet  as  attorney- 
general.  Mr.  Carson  had  not  only  been  more  or  less  independent 
in  his  political  attitude,  but  only  a  few  years  previously  had 
appeared  before  the  U.  S.  Senate  Committee  on  Elections  in 
opposition  to  Senator  Quay's  right  to  a  seat  on  the  strength  of 
Governor  Stone's  post-legislative  appointment.  Judge  Penny- 
packer  was  immovable  in  his  intention  to  appoint  Mr.  Carson,  and 
Senator  Quay  and  his  friends  acquiesced  as  gracefully,  as  they 
could  in  the  selection.  He  made  one  or  two  political  appoint- 
ments, including  the  secretaryship  of  the  Commonwealth  and 
the  banking  commissionership  and  the  insurance  commissioner- 
ship  ;  but  he  appointed  as  State  librarian  Thomas  L.  Montgom- 
ery, a  trained  man  with  no  political  backing  who  owed  his 
position  solely  to  his  merits. 

Wherever  untrammeled,  Governor  Pennypacker  appointed 
clean,  capable  men  to  office,  but  where  he  acquiesced  in  the 
selections  of  the  politicians  he  did  not  fare  so  well. 

The  men  Governor  Pennypacker  had  known  and  tried  and 
selected  proved  the  wisdom  of  his  choice.  Where  he  followed 
the  judgment  of  politicians  he  opened  himself  to  serious 
criticism.  On  the  whole,  however,  it  must  be  conceded  that 
the  administrative  affairs  of  the  State  were  very  much  better 
managed  during  his  term  of  office  than  during  any  previous  one 
for  many  years.  He  is  certainly  justified  in  saying  as  he  did  in 
a  recent  address : — 

"It  is  not  enough  that  those  selected  to  do  the  work  of  the 
State  are  of  such  excellence  in  their  resi>ective  spheres,  as  Car- 
son, Attorney-General;  Montgomery,  State  Librarian;  Dixon, 
Commissioner  of  Health ;  Groome,  Superintendent  of  Constabu- 
lary;   Knox,  in  the  United  States  Senate,  and  Stewart,  in  the 
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Supreme  Court,  It  is  not  enough  that  your  pure  food  laws  and 
factory  inspection  laws  are  enforced  here  as  nowhere  else  in  the 
count r>%  nor  that  the  baking  powder  bill  whose  enactment  caused 
so  much  scandal  and  iniquity  in  Missouri  was  torn  to  flinders 
and  thrown  into  the  waste  basket  of  your  own  Legislature ;  nor 
that  the  profit  has  been  so  eliminated  from  the  printing  that  it 
was  difficult  to  get  a  State  printer  to  undertake  the  contract** 

The  pure  food  crusade  in  Pennsylvania,  under  the  leadership 
of  Dn  B.  H*  Warren »  the  Dairy  and  Food  Commissioner,  forced 
the  Standard  Oil  glucose  company  (a  trust  organization), 
known  as  the  Com  Products  Refining  Company,  to  capitulate. 
Hundreds  of  warrants  were  issued  at  the  instance  of  the  Com- 
missioner against  manufacturers  of  candy,  jams,  and  pies  for 
using  a  brand  of  glucose  containing  sulphur  dioxide.  A  few 
days  after  the  prehminary  hearings  the  company's  attorney 
asked  for  a  conference,  and  finally  agreed  to  pay  all  the  fines 
thus  far  imposed  or  to  be  imposed,  and  to  withdraw  the  objec- 
tionable product  from  the  market.  In  his  letter  of  surrender 
the  attorney  declared : 

**Now,  realizing  that  their  goods,  as  at  present  made,  are  in 
violation  of  the  Pennsylvania  law,  my  clients  have  already  given 
orders  to  their  various  representatives  to  immediately  withdraw 
all  bleached  glucose  from  the  market — not  only  in  Pennsylvania, 
but  also  those  in  all  other  States  and  Territories* 

*'Henceforth  they  will  make  for  the  United  States  market 
only  what  is  termed  ^neutral*  glucose,  that  is  to  say,  glucose  the 
color  of  which  is  natural  light  yellow.  This  glucose  contains 
no  sulphur  dioxide  whatever.  It  will  not  please  manufacturing 
confectioners,  yet  under  existing  circumstances,  we  have  no 
alternative  but  to  produce  it, 

*'In  addition  to  withdrawing  all  illegal  glucose  from  the  mar- 
ket and  replacing  it  with  glucose  fully  in  conformity  with  the 
law,  my  clients  will  also  assume  the  payment  of  all  fines  assessed 
against  users  of  their  glucose  wiiere  the  prosecution  pending 
against  them  springs  from  the  presence  of  sulphur  dioxide  in 
their  goods," 

It  is  estimated  that  this  action  involved  the  withdrawal  of 
8,000  barrels  of  glucose  and  the  payment  of  fines  aggregating 
$25,000. 
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The  Dairy  and  Food  Department  under  Governor  Penny- 
packer's  administration  was  most  successful,  whether  viewed 
from  the  standpoint  of  the  enforcement  of  the  law,  or  in  a 
financial  light.  The  chemist's  reports  on  the  milk  supply  of  the 
State  indicate  that  the  percentage  of  adulteration  is  diminish- 
ing. The  improper  cold  storage  of  eggs  has  been  sucessfully 
dealt  with,  as  has  the  improper  use  of  chemical  preservatives. 
The  Department  has  beccwne  self-supporting,  its  receipts  having 
been  as  follows: — 

1901 $34»  705.19       1904 $96,183.21 

1902 43,635.41  1905 82,467.60 

1903 93f458.7i  ^      ,    1 

Total,  $350,450.12 

The  number  of  prosecutions  was  as  follows: — 1903, 
1,800;  1904,  1,517;  1905,  1,085.  These  figures  furnish  an 
admirable  index  of  the  efficiency  of  the  department  under  the 
Pennypacker  administration. 

Governor  Pennypacker  himself  set  the  example  of  careful, 
conscientious,  faithful  discharge  of  the  executive  duties  of  his 
office.  He  was  at  his  desk  in  the  Executive  Building  every 
morning  at  9  o'clock  on  practically  every  working  day  of  the 
year.  He  remained  throughout  the  day  accessible  to  all  who 
had  business  to  transact  with  him,  and  carefully  considered 
every  subject  presented  to  him.  As  an  illustration  of  how  he 
conducted  the  executive  work,  I  may  cite  an  instance  which  I 
personally  observed.  I  was  in  his  office  on  one  occasion  by 
appointment.  The  auditor-general  preceded  me  by  a  few  min- 
utes, his  business  relating  to  the  execution  of  a  contract.  The 
Governor  asked  in  the  first  place  for  the  act  of  Assembly  author- 
izing the  work  covered  by  the  contract.  He  examined  that  care- 
fully to  make  sure  that  he  had  the  authority  to  execute  the 
contract.  Then  he  examined  the  contract  itself  to  see  whether 
it  was  in  conformity  with  the  law  and  adequately  protected  the 
interests  of  the  State.  Then  he  asked  for  a  certificate  from 
the  State  treasurer  to  make  sure  that  the  money  involved  was 
in  the  treasury  and  available.  After  he  had  satisfied  himself  on 
all  these  points  and  that  the  contract  was  in  legal  form,  he 
attached  his  signature.  He  took  nothing  for  granted  and  acted 
only  after  he  was  fully  informed  as  to  the  circumstances. 
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He  followed  the  same  course  in  all  matters  coming  before  him 
for  executive  approval  or  action.  His  conduct  in  regard  to 
charters  was  particularly  exemplary.  He  examined  every  one 
carefully  and  made  sure  that  it  was  for  a  proper,  legal  purpose 
and  that  the  intentions  of  the  incorporators  were  ho^ta  fide. 

Governor  Pennypacker*s  administration,  however,  will  be 
chiefly  remembered  because  of  his  message  accompanying  the 
Libel  bill  of  1903,  and  his  message  accompanying  the  famous 
Ripper  bills  of  1905,  and  his  biennial  message  of  the  same 
yean  While  his  action  on  bills  presented  to  him  for  approval 
represented  painstaking,  thoughtful,  and  conscientious  examina- 
tion, nevertheless  his  attitude  on  these  two  measures  was  more 
widely  commented  upon  than  all  his  other  actions  put  together. 

He  is  known  throughout  the  length  and  breadth  of  the  land 
as  the  executive  who  sought  **to  muzzle  the  press,"  and  who 
made  the  further  control  of  Philadelphia  politics  by  the  Repub- 
lican "ring**  possible. 

The  three  messages  mentioned  are  worthy  of  careful  consid- 
eration and  study  by  the  student  of  statecraft,  not  only  because 
of  their  bearing  on  the  important  questions  involved,  but  because 
they  illustrate  the  governor's  attitude  on  questions  of  public 
policy.  One  cannot  but  help  admire  the  courage  involved  in  his 
single-handed  fight  against  the  excesses  and  abuses  of  modem 
journalism,  although  one  may  question,  with  propriety,  the  wis- 
dom and  policy  of  such  a  course.  Governor  Pennypacker,  in 
his  message  accompanying  the  approval  of  the  act  "to  authorize 
civil  actions  for  the  recovery  of  damages  arising  from  news- 
paper publications  negligently  made,**  undertook  to  defend  his 
attitude  in  limiting  the  power  of  the  press. 

It  is  curious  that  so  sound  a  student  of  history  as  he  is  should 

have  failed  to  r^d  the  lesson  of  history.     The  remedy  for 

the  abuses  of  the  freedom  of  speech  and  of  utterance  is  not 

suppression,  but  a  greater  freedom  and  tolerance.    The  strength 

of  English  institutions  is  based  upon  continued  guarantees  of 

free  speech.     This  policy  was  most  strikingly  illustrated  recently, 

as  Count  Witte  pointed  out  when  he  referred  to  a  sight  which 

he  beheld  in  Hyde  Park,  London,  when  and  where  the  police 

were  protecting  orators  who  were  denoimcing  all  government 

and  recommending  its  overthrow. 
1% 
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So  far  as  effecting  the  purpose  it  had  in  view,  the  Act  of 
1903^  seems  to  have  served  very  little  purpose  other  than  to  have 
g-iven  Governor  Pennypacker  a  wide,  if  unenviable,  reputation* 
In  his  message  accompanying  the  approval  of  the  measure  he 
declared : 

'There  is  nothing  in  the  temis  of  the  bill  which  prevents  any 
newspaper  from  making  such  comments  upon  legislative  meas- 
ures or  upon  Uie  official  acts  of  State,  municipal,  county  or 
public  officers  as  are  proper  for  the  information  of  the  public 
or  are  in  the  line  of  legitimate  public  discussion.  There  are  no 
inhibitions  in  the  bill  It  subjects  all  preUminary  inquiries  as  to 
facts  and  their  subsequent  publication  to  the  test  of  care.  The 
doctrines  of  the  law  of  negligence  are  well  known  and  apparently 
easy  of  application.  Haste  and  recklessness  in  the  ascertain- 
ment of  facts  prior  to  publication,  or  in  the  manner  of  publica- 
tion, amounting  in  the  judgment  of  a  court  to  negligence  or  the 
want  of  that  degree  of  care  w^hich  a  man  of  ordinary  pnidence 
would  exercise  under  the  circumstances,  will,  if  proved,  give 
a  ground  of  action  for  such  damages  as  result  from  injuries  to 
business  and  reputation.     .     ,     , 

''A  mayor  of  our  chief  city  has  been  called  a  traitor,  a  senator 
of  the  United  States  has  been  denounced  as  a  yokel  with  a  sodden 
brain,  and  within  the  last  quarter  of  a  century,  two  Presidents  of 
the  United  States  have  been  murdered,  and  in  each  instance  the 
cause  was  easily  traceable  to  inflammatory  and  careless  news- 
paper  utterance,  A  cartoon  in  a  daily  journal  of  May  2d  defines 
the  question  with  entire  precision*  An  ugly  little  dwarf,  repre- 
senting the  Governor  of  the  Commonwealth,  stands  on  a  crude 
stooL  The  stool  is  subordinate  to  and  placed  alongside  of  a 
huge  printing  press  with  wheels  as  large  as  those  of  an  ox-team^ 
and  all  are  so  arranged  as  to  give  the  idea  that  when  the  press 
starts  the  stool  and  its  occupant  will  be  thrown  to  the  ground* 
Put  into  words,  the  cartoon  asserts  to  the  world  that  the  press 
is  above  the  law  and  greater  in  strength  than  the  government. 
No  self-respecting  people  will  permit  such  an  attitude  to  be 
long  maintained.  In  England  a  century  ago  the  offender  would 
have  been  drawn  and  quartered  and  his  head  stuck  upon  a  pole 
without  the  gates, 

''If  such  abuse  of  the  privileges  allowed  to  the  press  is  to  go 
unpunished,  il  such  tales  are  permitted  to  be  poured  into  the  cars 

^This  Act  was  rcpeakd  by  the  LefidAture  af  1907;  although  the  provision  in* 
eluding  the  names  of  the  publisher  aod  ediior  was  retained  through  ^  sep&mtft 

enactment. 
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of  men,  and  to  be  profitable,  it  is  idle  to  contend  that  reputable 
newspapers  can  maintain  their  purity.  Evil  communications 
corrupt  good  manners.  One  rotten  apple  will  ere  long  spoil  all 
in  the  barrel.     .     ,     * 

**The  bill  provides,  under  penalty,  that  the  names  of  the  owner, 
proprietor,  publisher  and  managing  editor  shall  be  printed  with 
each  issue.  The  purpose  of  the  provision  is  that  it  may  be 
known  who  is  responsible  for  the  publication.  Every  business 
man  prints  upon  his  bills  and  letterheads,  and  puts  in  front  of 
his  store,  his  name.  Every  doctor  and  every  lawyer  puts  his 
name  on  his  office  door  The  law  provides  that  a  record  shall 
be  made,  open  to  the  public,  of  those  who  compose  partnerships 
and  limited  partnerships.  And  yet  every  day  pages  of  material 
are  printed  purporting  to  be  a  record  of  the  current  affairs  of 
the  world,  and  claiming  the  right  to  sit  in  supervision  upon  the 
courtesies  of  the  parlor  and  the  doings  of  public  officials,  and 
no  one  knows  what  their  origin,  whence  they  come,  who  is  he 
who  writes  them  or  who  is  responsible  for  them.  If  the  vendor 
of  a  horse  were  to  insist  upon  wearing  a  mask  so  as  to  escape 
identification,  who  would  buy  of  him? 

''Witli  a  serious  sense  that  the  event  is  of  more  than  ordinary 
moment,  with  full  knowledge  of  tlie  importance  of  the  press 
and  of  its  value  to  mankind  through  all  past  struggles,  and  with 
tiie  hope  and  belief  that  tiie  greater  care  and  larger  measure  of 
responsibility  brought  about  by  this  law,  tending  to  elevate  the 
meritorious  and  repress  the  unworthy,  will  promote  its  welfare 
while  benefiting  the  community,  I  approve  the  bill/* 

Not  satisfied  with  the  result  of  his  efforts  of  1903,  Governor 
Penn)T>acker  returned  to  his  onslaught  in  1905.  Immediately 
following  his  approval  of  the  Act  of  1903  there  was  a  more 
vigorous  attack  than  ever  before  made  upon  him  by  the  very 
papers  that  the  bill  was  supposed  to  be  aimed  at.  With  more  skill 
and  ability  and  vindictiveness  than  ever,  they  held  him  up  to 
ridicule  and  contempt,  so  that  %vhen  he  came  to  pen  his  bienniaJ 
message  he  felt  the  necessity  for  further  repressive  measures, 
and  did  not  hesitate  to  advocate  them,  even  going  so  far  as  to 
submit  as  an  exhibit  for  the  consideration  of  the  legislature  a 
bill  intended  to  carry  out  his  ideas.  So  drastic  was  this  measure 
that  the  criticism-proof  legislature  did  not  dare  attempt  to  pass  it 

His  attitude  tow^ards  newspapers  is  partially  explained  by  his 
high  conception  of  the  dignity  of  the  office  of  governor,  his 
love  for  and  pride  in  his  native  State,  and  by  the  severity  and, 
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in  many  instances,  unfairness  with  which  he  was  criticised  during 
his  term  of  office;  although,  as  a  historical  student,  it  is  curious 
that  he  overlcxxked  the  fact  that  men  of  the  most  distinguished 
character  in  our  own  and  English  history  have  suffered  similarly 
at  the  hands  of  their  newspaper  critics.  Ordinarily  philosophical 
in  his  attitude  toward  men  and  events,  he  has  shown  a  strange 
obtuseness  to  tlie  impoHcy  of  his  own  attitude. 

His  approval  of  the  Philadelphia  Ripper  bills  was  unexpected 
and  in  a  way  inexplicable.  These  measures  were  introduced 
without  any  previous  public  demand  for  them,  without  even  the 
members  of  the  Republican  organization  (other  than  the  leaders) 
knowing  anything  about  them.  They  were  rushed  through  the 
legislature  in  the  shortest  possible  time  without  any  opposition 
on  the  part  of  the  meml>ers  of  the  legislature,  and  without  giving 
the  people  of  Philadelphia  any  time  to  make  their  protests  heard 
or  to  have  their  interests  represented.  A  most  impressive  dele- 
gation of  well-known  business  and  professional  men  called  upon 
tlie  governor  asking  him  to  veto  the  bills.  In  a  carefully  pre- 
pared brief  in  which  all  the  points  involved  were  carefully, 
judicially*  and  learnedly  considered,  Frank  P,  Prichard,  Esq., 
on  behalf  of  the  Committee  of  Seventy  and  other  citizens,  pointed 
out  that  to  the  extent  that  the  bills  in  question  and  under  con- 
sideration transferred  executive  responsibility  from  a  single  head^ 
to  wit:  the  directors  of  public  safety  and  public  works,  to  a 
large  body,  to  wit:  the  councils  of  Philadelphia,  they  were  con- 
trary to  American  municipal  experience,  and  to  the  almost  unani- 
mous judgment  of  students  of  municipal  problems  in  this 
country. 

There  were  four  bills  before  the  governor  for  consideration, 
each  having  the  same  general  object  Each  transferred  the 
appointment  of  the  head  of  an  important  department  from  the 
mayor  to  councils.  Two  of  these  bills,  viz. :  tliose  relating  to  the 
Dq>artment  of  Supplies  and  the  Deisartment  of  Public  Health  and 
Charities,  were  vetoed,  and  two,  viz. :  those  transferring  the  power 
of  appointment  of  the  heads  of  the  Dejxirtment  of  PubUc  Safety 
and  of  Public  Works,  were  a{q>roved  The  principle  involved 
in  each  bill  was  the  same,  but  a  larger  number  of  offices 
were  involved  in  the  two  approved  than  in  the  two  bills  vetoed. 
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and  because,  to  quote  Governor  Pennypacker's  own  language» 
**the  most  influential  leader  in  Philadelphia  is  of  the  opinion  that 
it  (concentration  of  power  in  the  hands  of  the  mayor)  has  proven 
to  be  harmful/*  he  approved  the  bills  ripping  out  the  existing 
very  excellent  form  of  goverrmient  in  Philadelphia,  and  threw 
the  control  of  those  departments  into  councils,  who  were  then 
in  the  absolute  control  of  the  aforesaid  ''most  influential  political 
leaden"  The  governor  overlooked  the  fact  that  the  same  politi- 
cal forces  that  were  transferring  the  responsibility  from  a  single 
head  to  a  large  body,  had  two  years  previously,  in  the  case  of 
Pittsburg,  Allegheny  and  Scranton,  pursued  a  directly  opposite 
course,  bringing  the  government  of  those  cities  into  line  with 
modern  municipal  development  in  America,  although  the  gov- 
ernor naively  said  in  his  message  accompanying  the  bills:  **We 
are  told  in  Genesis  that  when  Jacob  wanted  to  deceive  his  father 
into  conferring  upon  him  the  blessing  which  was  intended  for 
Esau,  he  covered  his  hands  and  his  neck  with  goatskin.  It 
generally  happens  in  all  serious  inquiries  that  it  is  necessary  to 
look  beneath  the  mere  surface  indications  if  we  are  earnestly 
desirous  to  reach  a  correct  conclusion/* 

This  is  the  very  thing  that  the  governor  did  not  do  in  this 
particular  instance.  He  did  not  go  beneath  the  surface  to  see 
why  these  men  who  were  advocating  the  upturning  of  Philadel- 
phia's government  were  proceeding  as  they  were*  Had  he  given 
the  matter  further  thought  along  the  lines  indicated  in  his  own 
message,  he  must  have  seen  that  their  purposes  were  evil  and 
subversive  of  right  and  decency.  In  this  connection  it  is  inter- 
esting to  note  that  the  governor  carried  into  the  executive  chair 
the  same  attributes  that  characterized  his  conduct  as  a  judge, 
viz.:  that  of  confining  himself  solely  to  the  evidence  before 
him  and  excluding  all  other  evidence  from  consideration.  Ordi- 
narily the  man  in  public  affairs  must  look  below  the  surface  to 
ascertain  the  motives  of  those  advocating  a  change,  especially 
when  that  change  is  of  a  radical  and  revolutionary  characten 
But  trained  as  he  was  to  regard  the  accused  as  innocent  until 
he  was  proved  to  be  guilty,  and  to  regard  as  relevant  only  the 
evidence  presented  him  in  a  strictly  legal  form»  Judge  Penny- 
packer  as  governor  always  gave  members  of  the  Republican 
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organization  who  were  accused  of  improper  conduct  or  motives 
the  benefit  of  every  doubt,  holding  them  innocent  until  they  had 
been  proved  by  carefully  sifted  legal  evidence  to  be  guilty* 

In  the  message  of  May  4,  1905,  the  goveraor  justified  his 
approval  of  two  of  the  Ripper  bills  because  **the  provision  that 
they  shall  not  go  into  effect  until  the  first  Monday  of  Aprils 
1907,  is  in  the  nature  of  a  referendum,  for  the  reason  that  if 
these  bills  should  not  be  approved  by  the  people,  disapproval 
can  be  expressed  in  the  election  of  the  members  of  the  Senate 
and  House,  who  will  have  ample  time  before  the  date  named  to 
have  the  acts  repealed."  It  would  seem  as  if  a  wise  policy  to 
have  pursued  \vould  have  been  to  have  vetoed  the  bill,  allowing 
the  people  to  elect  legislators  favorable  to  them  if  they  felt  that 
such  legislation  was  necessary.  The  bills  were  subsequently 
repealed  at  the  special  session  of  the  legislature  in  1906  after 
the  November  (19^5)  election  had  shown  unmistakably  that  the 
people  did  not  want  them,  Governor  Pennypacker  allowing  the 
repealing  acts  to  become  law  without  his  signature  through  the 
lapse  of  30  days  after  the  adjournment  of  the  legislature  without 
disapproval, 

Municipal  government,  however,  is  not  a  subject  with  which 
Governor  Pennypacker  had  been  trained  to  deal,  and  he  was 
very  often  carried  away  by  historical  analogies  and  political 
influences  into  an  inconsistent  position.  For  instance,  earlier 
in  the  session  of  1905  he  very  properly  vetoed  a  bill  providing 
for  the  State's  representation  at  the  Lewis  and  Clark  Exposi- 
tion because  it  placed  responsibility  upon  the  executive  witliout 
giving  him  adequate  power  to  control  the  situation.  In  the 
Ripper  message  he  declared  that  "whatever  system  of  govern- 
ment may  be  the  better,  it  is  certainly  true  that  a  radical  and 
sudden  change  from  one  form  to  another  is  always  accompanied 
with  disturbances  and  disadvantages/'  (A  truth  which  no  one 
will  deny.)  "In  my  view  it  would  be  wiser  to  lessen  the  power 
of  the  mayor.  There  is  a  certain  propriety  in  having  the  Direc- 
tor of  Public  Works,  who  has  charge  of  the  contracts  for  which 
councils  make  the  appropriations,  subject  to  the  control  of  coun- 
cils. There  is  also  a  certain  object  in  having  the  Director  of 
Public  Safety,  who  has  charge  of  the  police  and  tlie  maintenance 
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of  the  peace,  appointed  by  the  mayor,  who  is  responsible  for 
good  order.  Had  there  been  four  separate  bills,  one  for  each 
department,  this  thought  could  have  been  enforced,  but  in  the 
shape  they  have  come  to  me  it  is  impossible  to  secure  such  a 
result.  Ne\'ertheless,  a  modificatian  of  the  proposed  plan  it  is 
possible  to  make,  by  approving  the  bill  which  changes  the  method 
of  selecting  the  Directors  of  the  Departments  of  Public  Works 
and  Public  Safety,  and  disapproving  the  two  bills  which  change 
the  method  of  selecting  the  Directors  of  the  Departments  of 
Supplies  and  of  Public  Health  and  Charities.  The  mainten- 
ance of  a  proper  conserv^atism  in  the  conduct  of  important  affairs 
IS  a  different  proposition  from  an  interference  with  the  deter- 
mination of  a  fundamental  principle  of  government  by  the 
legislature." 

The  veto  messages  of  Governor  Pennypacker»  as  contained  in 
the  volumes  of  1903  and  1905,  constitute  an  important  and  inter- 
esting contribution  to  comparative  legislation.  In  1903  he  vetoed 
sixty-three  measures,  and  in  1905  one  hundred  and  twent}'-three. 
The  value  of  most  of  these  messages  increases  upon  careful 
examination,  and  their  number  and  frequency  are  not  their  only 
merits.  When  M^e  take  into  consideration  the  number  of  bills 
recalled  from  the  governor  at  his  request  for  further  amendment, 
his  record  becomes  still  more  notable.  At  the  very  outset  of 
his  administration  he  insisted  that  the  bills  he  approved  must 
"parse  and  have  a  clear  meaning/'  This  seems  but  a  slight 
requirement,  but  it  caused  the  withdrawal  and  amendment  of 
many  and  the  formal  disapproval  of  others.  The  measures 
which  affect  corporations  or  large  private  interests  generally 
stand,  as  they  are  usually  carefully  drafted  by  trained  lawyers 
before  they  reach  the  legislature.  It  is  the  public  acts  affecting 
the  people  at  large  and  their  interests  that  display  crudity  and 
obscurity  in  their  phraseology. 

Moreover,  the  beneficial  and  corrective  influence  of  the  gov- 
ernor was  felt  in  another  way*  There  were  numerous  obnoxious 
bills  pending  during  the  two  general  sessions  of  the  legislature 
of  his  administration  which  the  governor  gave  the  legislative 
leaders  to  understand  he  would  veto  if  they  were  passed*  In 
most  instances  the  bills  were  quickly  and  quietly  referred  to 


1 84  YaU  Review.  [Aug. 

committees  and  there  smothered.  Taking  into  consideration  the 
bills  actually  vetoed,  the  bills  withdrawn  and  amended,  and  the 
bills  buried  by  gubernatorial  intimation,  the  legislative  record 
of  Governor  Pennypacker  (with  the  notable  exceptions  already 
mentioned)  was  a  most  creditable  one. 

It  is  unnecessary  to  examine  his  veto  messages  in  detail,  but 
we  may  consider  a  few  of  them  briefly  as  illustrative  of  his 
general  attitude  and  policy.  For  instance,  he  vetoed  an  act  to 
prohibit  the  adulteration  of  food,  declaring  that  the  real  purpose 
was  to  be  "found  in  the  words:  'but  the  use  of  such  added  sub- 
stances in  such  proportions  or  less  shall  be  and  are  hereby  per- 
mitted.' To  this  subject,  which  constitutes  the  really  important 
part  of  the  bill,  there  is  no  reference  whatever  in  the  title,  and 
therefore  the  bill  is  plainly  unconstitutional.  Since  these 
important  words  are  contained  in  the  midst  of  a  long  section,  the 
bill  is  calculated  to  mislead  the  legislator,  and  is  an  unusually 
striking  example  of  the  evil  which  the  provision  of  the  constitu- 
tion, with  respect  to  the  title,  was  intended  to  prevent."  The 
governor  discovered  and  killed  the  "snake"  that  was  in  the  bill. 

He  vetoed  the  bill  providing  for  an  increase  in  the  number 
of  courts  in  Allegheny  County  because:  "If  there  be  many 
judges,  there  is  a  certain  loss  of  respect  through  the  mere  fact 
of  the  number  alone.  They  cannot  be  expected  to  exercise  the 
same  authority  and  to  retain  the  same  dignity  if  they  be  numer- 
ous. At  the  last  session  of  the  legislature  the  salaries  of  the 
judges  were  materially  increased,  and  it  seems  to  me  that,  before 
adding  to  their  number,  it  would  be  well  to  wait  and  see  whether 
or  not  this  enhancement  has  any  effect  upon  the  crowded  con- 
ditions of  the  trial  lists  in  certain  localities.  The  question 
of  the  necessity  for  an  increase  of  judges  is  one  very  difficult 
to  determine.  .  .  We  have  in  Pennsylvania  ninety-six  com- 
mon pleas  judges,  or  one  judge  to  every  65,647  people.  Nearly 
all  of  them  exercise  the  jurisdiction  of  judges  of  the  orphans' 
court  as  well  as  judges  of  the  common  pleas  court.  If  we  divide 
the  population  of  Allegheny  County  by  twelve,  the  number  of 
judges  there,  in  the  common  pleas  and  orphans'  court,  we  have 
one  judge  to  every  64,568  people,  which,  if  this  calculation  be 
correct,  shows  that  they  have  more  than  their  proportion,  as 
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indicated  by  the  number  of  judges  throughout  the  State.  Of 
course,  it  is  difficult  to  make  a  comparison  between  the  popula- 
tion of  a  dense  municipality  and  that  of  other  communities 
where  there  are  large  interests*  If,  however,  we  make  the 
comparison  with  those  of  other  large  cities,  we  meet  with  the 
same  result  The  comparison  with  Philadelphia  has  already  been 
shown.  In  New  York  city,  where  commercialj  banking  and 
other  interests  are  unusually  great,  there  is  only  one  Supreme 
Court  judge  to  101,094  people/' 

For  a  similar  reason  he  vetoed  a  bill  proi^iding  for  an  extra 
law  judge  in  Erie,  suggesting:  **A  better  way  to  overcome 
the  difficulty  which  exists  would  be  to  unite  the  counties  of  Erie, 
Warren  and  Forest  into  one  judicial  district  The  counties  of 
Forest  and  Warren,  which  now  constitute  the  thirty-seventh 
district,  contain  a  population  of  only  49,985.  By  this  method 
the  two  judges,  who  are  now  commissioned  in  the  two  districts, 
would  be  entirely  able  to  take  care  of  all  the  judicial  work  in 
the  district  which  would  be  created  by  the  union  of  these  three 
counties/' 

The  bill  relating  to  the  appointment  of  official  stenographers 
was  vetoed,  because  **It  is  based  upon  a  misunderstanding  of 
a  stenographer  to  the  court.  A  court  stenographer  is  a  modem 
kind  of  clerk,  whose  duty  it  is  to  make  a  record  of  the  proceed- 
ings which  occur  before  the  court.  This  bill  would  make  of  him 
a  kind  of  judicial  officer,  and  in  some  respects  would  put  him 
abo%'e  the  court  itself.  He  is  to  detemiine,  as  matter  of  law, 
whether  an  order  or  remark  made  by  the  judge  is  one  'relating 
to  the  case'  He  is  to  determine  as  a  matter  of  fact,  whether  an 
order  or  remark  made  by  the  judge  is  made  'in  the  presence 
of  the  jur)^'  Under  our  system  of  jury  trials  an  exception  to 
the  ruling  of  the  judge  is  asked  for  and  is  allowed  by  the  judge 
trying  the  case.  Under  the  provisions  of  the  bill,  the  sten- 
ographer is  authorized  to  note  exceptions  'without  leave  of  the 
court  being  required/ 

^'Manifestly  these  provisions  are  intended  in  certain  ways  to 
give  the  stenographer  authority  over  and  beyond  that  of  the  court 
itself*  It  is  directed  that  the  stenographer  shall  note  no  excep- 
tion which  is  not  stated  before  the  jury  render  their  verdict 
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.  *  .  If  judges  are  occasionally  arbitrary,  steuographers  are 
occasionally  mistaken.  The  principles  of  the  administration  of 
justice  are  unknown  to  them,  and  even  with  the  language  in 
v^'hich  those  principles  are  expressed  they  are  usually  unfamiliar 
We  may  well  look  with  dread  upon  a  situation  wherein  the  rights 
of  life  or  of  property  may  be  detennined  by  the  failure  of  a 
stenographer  to  accurately  hear  or  properly  understand  the 
remarks  made  by  a  judge.  It  is  well  to  have  court  stenographers, 
and  to  pay  them  sufficient  compensation,  but  they  ought  to  be 
left  subject  to  the  control  of  the  courts  in  which  they  serve." 

Altogether  the  most  interesting  veto  of  the  1905  session  was 
his  veto  of  "an  Act  for  the  prevention  of  Idiocy/*  He  declared : 
"This  bill  has,  what  may  be  called  with  propriety,  an  attractive 
title.  If  idiocy  could  be  prevented  by  an  act  of  Assembly,  we 
may  be  quite  sure  that  such  an  act  would  have  long  been  passed 
and  approved  in  this  State,  and  that  such  laws  would  have  been 
enacted  in  all  civilized  countries.  The  subject  of  the  act  is  not 
the  prevention  of  idiocy,  but  it  is  to  provide  that  in  every  institu- 
tion in  the  State,  entrusted  with  the  care  of  idiots  and  imbecile 
children,  a  neurologist,  a  surgeon  and  a  ph3rsician  shall  be  author- 
ized to  perform  an  operation  upon  the  inmates  'for  the  prevention 
of  procreation/  The  title  is  imperfect  because  it  does  not  clearly 
set  forth  this  purpose.  AVhat  is  the  nature  of  the  operation  is 
not  described,  but  it  is  such  an  operation  as  they  shall  decide  to 
be  'safest  and  most  effective/  It  is  plain  that  the  safest  and 
most  effective  method  of  preventing  procreation  would  be  to 
cut  the  heads  off  the  inmates,  and  such  authority  is  given  by  the 
bill  to  this  staflF  of  scientific  experts.  It  is  not  probable  that  they 
would  resort  to  this  means  for  the  prevention  of  procreation, 
but  it  is  probable  that  they  would  endeavor  to  destroy  some  part 
of  the  human  organism*  Scientists,  like  all  other  men  whose 
experiences  have  been  limited  to  oae  pursuit,  and  whose  minds 
have  been  developed  in  a  particular  direction,  sometimes  need  to 
be  restrained.  Men  of  high  scientific  attainments  are  prone, 
in  their  love  for  technique,  to  lose  sight  of  broad  principles  out- 
side of  their  domain  of  thought.  A  surgeon  may  possibly  be 
sc  eager  to  advance  in  skill  as  to  be  forgetful  of  the  danger  to  his 
patient.     Anatomists  may  be  willing  to  gather  information  by 
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the  infliction  of  pain  and  suffering  upon  helpless  creatures, 
although  a  higher  standard  of  conduct  would  teach  theni  that  it 
is  far  better  for  humanity  to  bear  its  own  ills  than  to  escape 
them  by  knowledge  only  secured  through  cruelty  to  other 
creatures." 

In  vetoing  "An  act  providing  for  the  enlargement  of  cemeteries 
already  existing,  and  located  outside  the  corporate  limits  of 
cities,  town,  and  boroughs,"  he  declared:  '*There  is  grave  dan- 
ger of  our  carelessly  frittering  away  that  for  which  Washington 
fought  and  which  cost  Charles  Stuart  his  head.  It  has  become  a 
frequent  device,  when  one  man  wants  to  get  possession  of  the 
property  which  belongs  to  another,  to  organize  a  corporation, 
and  persuade  the  Commonwealth  to  surrender  to  this  corpora- 
tion a  power  which  ought  never  to  be  exercised  except  for  the 
purposes  of  the  Commonwealth  itself,  looking  to  the  good  of 
the  people.  This  bill  proposes  to  give  to  another  class  of  cor- 
porations the  right  of  eminent  domain.  It  provides  that  in 
certain  cases  incorporated  cemetery  associations  may  exercise  this 
unusual  power.  If  an  incorporated  cemetery  association  should 
desire  to  extend  their  lands,  there  seems  to  be  no  good  reason 
why  they  should  not  buy  them  and  pay  for  them,  as  all  individuals 
conducting  business  interests  are  compelled  to  do/' 

As  illustrating  his  strong  repugnance  to  the  use  of  legislative 
power  to  meet  special  instances,  and  to  provide  for  special  cases 
by  means  of  general  laws,  we  may  cite  his  veto  of  the  bill  passed 
in  1903  **to  validate  deeds  which  have  been  made  by  committees 
of  lunatics  and  habitual  drunkards/' 

"This  bill/'  he  said,  "belongs  to  a  class  of  legislation  which 
is  always  looked  upon  with  disfavon  It  is  an  effort  to  cure  by 
subsequent  legislation  defects  in  conveyances  due  to  a  failure 
to  comply  with  the  law  as  it  existed  at  the  time  the  conveyances 
were  made.  It  is  evidently  intended  to  provide  for  a  specific 
case,  since  while  the  language  is  general  it  is  confined  to  con- 
veyances made  prior  to  the  first  of  June,  1901.  If  the  legisla- 
tion be  desirable  there  would  seem  to  be  no  reason  for  limiting 
it  to  a  period  prior  to  that  date.  It  is  in  all  probability  special 
legislation  under  the  guise  of  a  general  law.  The  matter  may  be 
safely  left  to  the  determination  of  the  court  which  made  the 
decree/*     Certainlv  a  wise  conchision. 
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Another  bill  passed  in  1903  authorized  any  railroad  corpora- 
tion to  convey  "a  part  or  parts  of  its  railroad"  and  its  franchises 
"to  any  other  railroad"  having  a  railroad  connecting  such  part 
or  parts.  It  was  vetoed  by  the  governor,  who  quickly  discerned 
the  "snake"  concealed  within  its  phraseology,  as  well  as  its 
unconstitutionality.  He  humorously,  but  none  the  less  pertinently, 
remarked : 

"There  is  no  attempt  to  define  what  shall  constitute  a  part. 
There  was  once  a  man  who  was  cut  into  pieces.  One  piece  con- 
sisted of  a  fragment  of  his  finger  nail,  the  other  piece  was  the  rest 
of  his  body.  Article  17,  section  4,  of  the  Constitution  provides: 
'No  railroad,  canal  or  other  corporation,  or  the  lessees,  pur- 
chasers or  managers  of  any  railroad  or  canal  corporation  shall 
consolidate  the  stock,  property,  or  franchises  of  such  corporation 
with,  or  lease  or  purchase  the  works  or  franchises  of,  or  in  any 
way  control,  any  other  railroad  or  canal  corporation,  owning,  or 
having  under  its  control  a  parallel  or  competing  line.'  There 
may  be  two  railroads  running  into  the  same  town  and  meeting 
in  the  same  depot,  or  at  some  point  where  they  connect.  Under 
these  circimistances,  they  would  apparently  be  competing  roads. 
This  bill  would  permit  the  purchase  of  one  of  them  and  its 
franchises  by  the  other,  and  is,  therefore,  in  violation  of  the 
prohibition  contained  in  the  Constitution." 

He  vetoed  the  "barber's  bill"  in  1903  because  it  created  a  new 
crime,  to  wit,  "to  practice  the  occupation  of  barber  without  hav- 
ing obtained  a  certificate  of  registration."  Indeed  the  governor 
has  relentlessly  set  his  face  against  all  legislation  having  for 
its  object  the  increase  in  the  number  of  crimes.  From  one  point 
of  view,  the  gem  of  the  1903  collection  of  vetoes  is  the  message 
accompanying  the  veto  of  the  bill  providing  for  "the  protection 
and  preservation  of  bears  and  cubs,"  in  which  the  governor 
said: — 

"A  well-considered  bill  to  prevent  a  ruthless  and  wanton  de- 
struction of  bears  and  cubs  would,  no  doubt,  answer  a  public  need, 
but  the  present  bill  is  entirely  too  sweeping  and  too  stringent  in 
its  provisions.  It  is  directed  *that  it  shall  not  be  lawful  for  any 
person  or  persons,  after  the  passage  of  this  act,  to  catch,  take  or 
kill,  in  this  State,  or,  except  as  hereinafter  provided,  have  in  his 
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or  her  possession,  or  under  his  or  her  control,  after  the  same  shall 
have  been  so  caught,  taken  or  killed,  any  bear  or  cub,  save  during 
the  month  of  November,'  The  bear  is  an  animal  not  always  of 
a  gentle  disposition,  and  especially  if  it  be  a  female  bear  with 
cubs.  If  a  wanderer  in  the  woods  is  attacked  by  such  a  bear  in 
some  other  month  than  November,  what  is  he  or  she  to  do? 
Bears  are  sometimes  the  aggressors,  and  prove  to  be  injurious 
to  the  crops  and  the  sheep  pens  of  the  farmer.  Is  he  not  per- 
mitted to  protect  his  property  save  in  the  month  of  November? 
The  bill  provides  that  no  bear  is  to  be  killed  excepting  with  fire- 
arms. Should  the  woodsman  be  attacked  by  a  bear  while  cutting 
down  trees  in  the  woods,  may  he  not  use  his  axe?  The  bill  pro- 
vides that  any  dog  following  upon  the  track  of  a  bear  is  declared 
to  be  a  public  nuisance  and  *may  be  killed  by  any  person  when 
so  seen,  and  the  owner  of  such  dog  or  dogs  shall  have  no  recourse 
at  law  whatsoever/  This  provision  would  necessarily  lead  to 
collisions  and  breaches  of  the  peace*  The  courts  of  law  ought 
always  to  be  open  for  a  determination  of  all  questions,  whether 
relating  to  dogs  or  bears,  which  may  properly  come  before  them;" 

Governor  Penn>T>acker's  most  significant  record  as  a  part  of 
the  law-making  machinery  of  the  State  is  that  which  he  made  in 
connection  with  the  extraordinary  session  of  the  legislature  which 
met  January  15,  1906^  and  in  a  single  month  placed  on  the  statute 
books  of  Pennsylvania  a  most  remarkable  set  of  laws.  The 
record  of  that  session  as  a  part  of  the  history  of  reform  in 
Philadelphia  and  Pennsylvania  has  already  been  told  at  length  in 
the  Yale  Review,  but  the  part  which  Governor  Pennypacker 
played  has  only  been  referred  to  briefly.  The  session  would  not 
have  been  held  but  for  his  initiative,  and  the  subject  of  nomina- 
tion reform  {inter  alia)  would  not  have  been  given  considera- 
tion but  for  his  supplemental  call  which  the  Supreme  Court  of 
the  State  has  formally  decided  to  have  been  within  his  power 
and  discretion. 

The  governors  attitude  from  the  time  of  the  November 
(1905)  election  to  the  completion  of  the  work  of  the  extra- 
ordinary session  was  all  that  could  be  desired  by  the  reasonable 
reformer.  The  Philadelphia  Press,  which  has  been  in  the  very 
forefront  of  his  exacting  critics,  freely  and  frankly  conceded 


riMMM 


190  Yale  Review.  [Aug. 

that  "from  the  day  the  extra  session  was  called,  the  governor 
worked  with  persistence  and  good  judgment  to  accomplish  the 
ends  sought.  He  had  a  correct  measure  not  only  of  popular 
sentiment,  but  of  the  actual  reform  needs."  The  Press  adds: 
"He  is  well  entitled  to  the  congratulations  he  is  receiving  on 
account  of  the  splendid  record  of  the  extra  session.  That  ses- 
sion was  not  only  his  own  initiation,  but  his  cooperation  in  its 
work  as  it  progressed  greatly  assisted  the  final  fruition.  The 
magnitude  and  importance  of  the  work  of  this  short  session 
will  be  more  and  more  apparent  as  time  progresses.  It  will  g^ve 
a  lasting  distinction  to  Grovemor  Pennjrpacker's  administration." 

The  Philadelphia  Record,  a  strong  Democratic  paper,  bore 
similar  testimony:  "In  this  day  of  rapid,  unexpected  advance- 
ment along  reform  lines  in  the  State  of  Pennsylvania,  it  would 
be  both  ungracious  and  ungrateful  not  to  make  proper  acknowl- 
edgment to  Samuel  Whitaker  Pennypacker.  He  alone  had  the 
power  to  set  the  legislative  wheels  in  motion  and  afford  an 
opportunity  for  an  instant  response  to  the  demand  of  the  people 
for  the  repeal  of  bad  laws  and  the  enactment  of  good  laws.  He 
had  the  courage  to  call  the  General  Assembly  into  extra  session, 
to  indicate  desirable  reforms,  and  to  take  the  risk  of  affirmative 
response  at  the  hands  of  a  body  deeply  committed  to  contrary 
courses.    The  result  has  vindicated  his  good  judgment." 

The  North  American,  of  Philadelphia,  which  had  without 
question  been  the  most  persistent  and  relentless  of  the  governor's 
critics,  and  which  refused  to  withdraw  any  of  its  previous 
charges,  declared  that  the  "governor's  conduct  during  the  last  few 
months  and  the  valuable  reforms  accomplished  upon  his  motion 
and  with  his  cooperation  entitle  him  to  warm  commendation," 
which  that  paper  proceeded  to  bestow  upon  him  as  follows : 

"To  recall  any  session  of  the  body  in  modem  times  which 
ranked  in  importance  with  this  extra  session  would  be  difficult. 
And  this  was  the  governor's  own  session.  The  impulse  to  sum- 
mon it  was  born  in  his  mind.  The  legislature  could  not  have 
met  but  for  his  act.  The  credit  for  calling  the  representatives 
together  belongs  to  him. 

"When  the  session  had  begun  the  Governor  presented  to  the 
chambers  what  he  believed  to  be  the  requirements  of  the  people 
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and  the  needs  of  the  Comiiionwealth;  and  he  urged  that  both 
should  be  considered  in  a  conscientious  spirit  by  the  lawirtakers* 
The  stimulus  of  his  earnest  purpose  and  of  his  assured  sympathy 
was  felt  in  the  legislature  all  through  the  session.  The  members 
knew  exactly  what  the  governor  wanted,  and  tltat  he  did  actually 
represent  the  wishes  of  an  overwhelming  majority  of  the  citi- 
zens of  the  Commonwealth,  and  as  the  legislators  themselves 
were  in  close  touch  with  the  peopkp  the  bills  went  through  with 
velocity/' 

From  the  personal  side  he  is  an  affable,  genial,  informing  com- 
panion. Deeply  leanied  in  local  and  certain  phases  of  general 
history,  he  is  a  charming  conversationalist.  He  has  a  keen 
appreciation  of  the  liumorous  side  of  life.  He  is  a  philosopher, 
who  is  willing  to  let  posterity  decide  the  mooted  questions  that 
arose  during  his  administration. 

While  he  has  estabHshed  a  new  standard  of  public  faithfulness 
and  honesty,  manifested  not  only  in  the  directions  already  men- 
tioned, but  in  his  rigorous  insistence  upon  paying  his  own  rail- 
road fare  wherever  he  goes;  while  he  has  exhibited  an  almost 
unparalleled  conscientiousness  in  the  discharge  of  his  duties, 
both  as  regards  his  executive  acts  and  in  his  examination  of 
legislation  submitted  to  him  for  approval,  he  is  likely  to  go  down 
to  history  as  the  governor  who  sought  to  curtail  the  liberty  of 
the  press. 

The  governor's  attitude  toward  and  connection  with  the  State 
Capitol  scandal  constitutes  another  chapter  to  the  paradox. 
He  likes  the  building.  He  thinks  it  is  a  creditable  product. 
He  believes  that  the  great  State  of  Pennsylvania  should  have 
an  appropriate  capitol  building.  He  has  pointed  out  that  it  has 
cost  less  than  the  Congressional  library  or  the  Albany  capitol 
or  any  similar  building  erected  w^ithin  the  past  generation.  And 
yet  each  day  is  bringing  to  light  some  further  extraordinary 
development  of  loose  and  unbusiness-like  methods,  some  palpable 
fraud  or  deception,  and  he  himself  has  said  on  the  witness  stand 
before  the  legislative  investigating  committee:  "If  we  did  not 
get  good  work,  we  were  all  deceived  and  the  State  has  been 
defrauded  and  it  is  an  especially  wicked  thing.  It  is,  in  my 
judgment,  not  only  a  fraud,  but  it  is  a  spcciea  of  treason/' 
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So  far  there  has  been  no  hint  or  suggestion  of  dislionesty  on 
the  ex-governor*s  part,  and  he  is  generally  believed  to  have  had 
no  part  in  the  extraordinary  proceedings  which  Iiave  character- 
ized the  completion  of  the  bnildings.  At  the  same  time^  there 
was  a  rational  desire  to  hear  his  side,  as  the  public  was  most 
anxious  to  learn  how  a  man  of  his  sterling  character  and  strong 
sense  of  honesty  could  have  permitted  such  proceedings  as  have 
been  disclosed  to  go  on  unchecked  and  unrebuked,  if  known*  or 
to  have  failed  to  discover  them,  if  he  was  ignorant  of  their 
existence.  His  testimony  before  the  investigating  commission 
only  partly  satisfies  this  anxiety.  One  observer  thus  describes 
his  appearance  before  that  tribunal: 

"With  almost  childish  naivete,  he  told  of  his  boundless  faith 
in  architect  Huston,  of  his  confused  ideas  of  cost  derived  from 
knowledge  of  the  outlay  on  certain  great  hotels  and  public  build- 
ings, of  his  belief  that  any  extravagance  occurring  must  be  due 
to  miscalculation!  of  his  reverence  for  Sanderson,  the  *great 
furniture  man'  of  Philadelphia,  whose  reputation  proliibited 
the  possibihty  of  his  doing  wrong*  and  finally  of  his  conviction, 
when  the  work  was  done  and  he  looked  around  the  finished  build- 
ing, that  'the  State  had  secured  its  money*s  worth/  So  firmly 
were  these  ideas  rooted  in  the  mind  of  the  ex-governor  that  it 
is  a  question  if  even  now  they  have  been  wholly  removed.  While 
he  cannot  deny  the  evidence  of  his  senses,  it  is  clear  that  he  still 
clings  to  the  hope  that  thefts  may  turn  out  to  have  been  mere 
miscalculations  and  that  the  thieves  may  be  shown  to  be  merely 
misguided,  though  well-meaning  men/* 

The  same  authority,  the  Pittsburg  Commercial  GaseUe  of 
June  22,  1907,  declares: 

*'Ex-Gov.  Pennypacker's  testimony  before  the  capitol  investi- 
gating commission  yesterday  was  practically  superfluous,  inas^| 
much  as  it  shed  no  new  light  on  the  details  of  the  jobber)'^ 
whereby  the  men  who  furnished  and  equipped  the  capitol  cheated 
the  State  out  of  millions  of  dollars.  It  w^as  of  interest,  however^. 
and  in  a  sense  serviceable  in  so  far  as  it  confirmed  the  judgment 
already  generally  formed  with  reference  to  the  part  played  by 
the  former  governor  as  a  member  of  the  capitol  commission, 
From  the  first,  public  opinion  acquitted  Mr*  Pennypacker  of  any 
guilty  knowledge  of  the  dishonesty  which  was  practiced*  It  is 
true  that  no  part  of  the  capitol  contracts  were  carried  out  with- 
out his  sanction*     It  is  true  that  he  was  a  party  to  the  granting 
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of  unlimited  powers  to  an  architect  who  grossly  abused  them 
and  to  the  bunching  of  contracts  in  the  hands  of  a  contractor  who 
made  everyone  of  them  an  instrument  of  spoliation.  And  still 
Mr.  Pennypacker's  own  honesty  of  purpose  has  never  been 
doubted.  Knowing  the  life  and  character  of  the  man,  know- 
ing his  stern  regard  for  the  moral  code,  knowing  his  obstinate 
devotion  to  the  right  as  he  saw  it,  the  public  without  hesitation 
acquitted  him  of  evil  intent  and  convicted  him  only  of  colossal 
stupidity." 

Clinton  Rogers  Woodruff. 

Philadelphia. 
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NOTES. 

Nature  and  Nurture.  In  a  preceding  number  of  this  Review,^ 
some  attention  was  given,  in  a  note,  to  the  ideas  and  projects  of 
Francis  Galton,  relative  to  "Eugenics."  There  now  appears  a 
strong  advocate  of  views  not  at  all  in  consonance  with  Galton's,  in 
the  person  of  Professor  Lester  F.  Ward.  It  is  perhaps  tmfair  to 
single  out  of  his  excellent  volume*  simply  those  parts  which  come 
into  conflict  with  the  Galtonian  doctrines ;  yet  in  all  probability  such 
a  proceeding  would  not  incur  even  the  author's  displeasure,  for 
his  demonstration  along  these  lines  must  be  considered  peculiarly 
vital  to  his  sociological  theories. 

It  may  be  said  preliminarily  that  if  Dr.  Ward's  views  are  correct 
the  problem  of  social  betterment  becomes  simpler  and  clearer 
than  upon  any  other  rational  theory  now  before  us;  for  it  rests 
on  something  in  which  we  have  already  made  some  progress, 
namely,  the  extension  of  educational  advantages.  In  general,  while 
Ward,  with  Galton,  believes  that  the  race  is  to  be  uplifted  by  its 
great  men  or  geniuses,  the  two  writers  differ  widely  in  their 
tlieories  as  to  the  way  in  which  to  develop  these  agents  of  civiliza- 
tion. Put  briefly,  Galton  emphasizes  nature  or  heredity,  whereas 
Ward  lays  stress  upon  environment  or  nurture.  The  former  wants 
to  breed  great  men;  the  latter  to  discover  latent  genius,  conceived 
to  be  in  existence  in  a  constant  quantity — or,  rather,  to  enable  it  to 
discover  itself.  The  former  would  breed  from  the  select  and 
accumulate  hereditary  high  qualities,  and  is,  of  a  consequence, 
"oligocentric"  in  his  attitude.  The  latter  is  "egalitarian"  and 
asserts  that  potential  genius  is  limited  to  no  special  class ;  and  that 
if  it  appears  in  one  social  stratum  rather  than  another,  this  is  due 
to  favoring  environmental  influences  which  conspire  to  assure  to 
potential  genius  that  education  which  makes  it  full-fledged.  Hence 
while  the  concrete  Galtonian  scheme  is  to  control  human  mating, 
that  of  Ward  is  to  secure  equality  of  opportunity  to  all  classes  in 
the    "universal  distribution  of  extant  knowledge."     Corollaries  of 

>  Vol.  XIV,  No.  I,  p.  78.  Another  note  upon  TAe  Theory  of  Descent  and  the 
Social  Sciences,  dealing  chiefly  with  Schallmayer's  Vererbung  und  Auslese,  is  to 
be  found  in  Vol.  XII,  No.  4,  p.  429. 

•  Applied  Sociology,  A  treatise  on  the  Conscious  Improvement  of  Society  by 
Society.     Boston,  Ginn  &  Co.,  i9o6^pp.  xviii,  384. 


1907] 


Noies, 


195 


Ihese  divergent  theories  are  many;  one  of  the  most  interesting,  in 
view  of  the  popular  persuasioni  is  the  repudiation  by  Ward  of  the 
doctrine  of  the  **irrepressibility  of  genius." 

All  this,  Ward  says,  was  largely  a  matter  of  opinion  or  intuition 
until  the  publication  of  the  remarkable  statistics  of  M.  Odin/  upon 
whom  he  relies  so  implicitly.  The  case  as  presented  is  certainly 
a  strong  one  and  the  book  before  us  is  the  more  effective  because 
of  its  cool  and  self-possessed  style  and  of  the  ripeness  of  the 
author's  thought  as  it  ranges  over  the  varied  experience  of  a  long 
and  well-filled  life.  Certainly  no  one  who  has  ever  been  brought 
into  contact  with  the  situation  will  deny  the  extreme  difficulty — the 
almost  impossibility — of  tlve  ablest  man  raising  himself  from  an 
bumble  source;  there  is  a  tremendous  inertia  to  encounter,  and 
often  a  resentment  or  a  freezing  indifference.  Even  in  this  country, 
where  the  barefoot  boy  may  become  President  and  where  edifying 
treatises  in  Sunday-school  libraries  set  forth  to  the  aspiring  youth 
the  directness  of  the  road  from  the  log  cabin  to  the  \\^ite  House, 
the  winning  of  nurture  that  has  been  denied  is  hard  enough. 
Again,  no  one  will  dispute — ^at  least  no  one  who  has  heard  Professor 
Sumner  discourse  on  the  "aleatory  element*' — as  to  the  importance 
of  lucJc,  or  opportunity,  to  the  life  of  individual  or  group.  It  is 
also  true,  as  Ward  says,  that  genius  is  seldom  self-assertive  in 
seizing  what  chances  there  are.  Many  other  of  Ward's  contentions 
must  be  at  once  admitted. 

But  tliere  are  others,  and  these  most  vital,  which  demand  far 
more  buttressing,  or  at  least  prolonged  reflection,  before  being 
accepted.  Fortunately  for  the  scientifically-minded  there  is  in  this 
work,  as  in  Gallon's,  no  jugglery  of  abstract  terms,  no  labor-saving 
attempts  to  get  new  facts  by  running  old  ones  through  the  mill  of 
forma!  logic.  Criticism  amounts  to  a  judgment  upon  the  suffici- 
ency of  data  and  of  the  interpretation  placed  thereon.  Despite  the 
excellence  of  Odin's  work,  Professor  Ward  himself  admits  that 
it  is  but  a  beginning  and  a  model :  as  such  its  significance  should 
certainly  stimulate  re^^earch  along  similar  lines.  What  is  given  here 
is  nevertheless  enough  to  force  a  renewed  scrutiny  of  orthodox 
views,  and  thb  is  saying  much.  As  to  the  matter  of  interpretation, 
the  warning  against  personal  impressions  as  being  often  the  result 
of  few  and  selected  experiences  is  conscientiously  taken  to  heart; 
yet  there  is  such  a  thing  as  a  composite  of  half-forgotten  experi- 

*  Arfred  Odin,  Gcn^u  dis  Cmnds  Hammes.    a  vols.     Pant,  1895. 
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ences  which  should  have  some  standing  if  candidly  appraised. 
For  instance,  it  is  scarcely  possible,  even  though  a  series  of 
instances  cannot  be  summoned  at  will  before  the  mind,  to  minimize 
the  influence  of  heredity.  Certainly  one  who  preserved  any  shreds 
of  belief  in  the  inheritance  of  acquired  characters  could  not  accept 
Ward's  position.  Again,  can  the  author  deny  that  many  of  the 
"opportunities"  he  catalogues  may  have  been  attracted  to  the  neigh- 
borhood of  the  budding  genius  by  reason  of  his  being  so? 
Genius  is  a  mine  worth  working  for  some  one,  even  though  he  may 
be  no  philanthropist.  Again,  it  is  hard  for  the  anthropologist  to 
share  the  belief  in  the  equality  of  the  various  races,  and  in  the 
potentiality  of  genius  of  the  English  or  French  type  among  Papu- 
ans and  Fijians;  so  that  if  the  latter  were  caught  young  and  loftily 
"nurtured"  there  might  arise  a  Beethoven  with  a  simian  facial 
angle  or  a  Goethe  with  "forehead  villainous  low."  These  are 
hard  matters  and  with  many  others  still  await  demonstration. 

Finally,  as  to  the  "panacea  of  education,"  as  one  of  Dr.  Ward's 
critics  calls  it;  there  is  no  doubt  that  we  are  in  any  case  reaching 
out  in  that  direction,  especially  in  the  western  world.  We  are, 
in  this  country  and  generation,  assuring  opportunities  to  all,  that 
should,  if  Ward  is  right,  result  in  a  crop  of  geniuses  in  the  near 
future.  Appearances  do  not  point  that  way,  but  rather  to  a  dis- 
soluteness of  social  and  ethical  virtues,  consequent  upon  too  much 
freedom  and  too  little  discipline.  Perhaps  this  is  the  inevitable 
bumptious  period  with  which  parents  get  familiar,  in  tolerance  yet 
ad  nauseam,  as  their  children  grow,  but  one  doubts  it.  Our  free- 
men are  vain  and  impudent;  our  high-class  laborers  are  largely 
hisolent,  pretentious  and  spendthrift,  prone  to  violence  and  devoid 
of  pride  in  workmanship;  our  emancipated  women  are  too  often 
noisy  and  unfeminine,  forgetting  that  a  certain  division  of  function 
is  imposed  by  natural  conditions  upon  bi-sexual  organisms.  All 
this  occasions  a  more  than  fleeting  doubt  as  to  the  value  of  the  new, 
and  a  query  as  to  whether  the  old  class  stratification  and  other 
antiquated  social  forms  did  not  secure  more  out  of  life,  after  all, 
for  both  high  and  low. 

Thanks  are  due  Professor  Ward  for  his  robust  advocacy  of  the 
views  here  touched  upon;  his  insistence  in  so  highly  interesting 
and  compelling  a  manner  upon  the  antithesis  of  a  doctrine  long 
accepted  by  the  majority  of  writers  on  sociological  subjects  is  just 
what  candid  scientists  will  welcome  as  they  welcome  all  vigorous 
stimulation  to  thought.    But  in  our  opinion  he  goes  much  too  far, 
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especially  in  what  he  has  to  say  of  equality  of  the  rai:es  and  the 
sexes.  The  specific  question  about  genius  deserves  much  more 
attention  along  the  lines  laid  down  in  this  book:  if  great  ability 
is  distributed  as  Ward  thinks,  and  can  be  brought  out  by  education, 
certainly  its  development  is  more  hopeful  in  this  way  than  through 
the  nearly  chimerical  scheme  of  controlling  human  mating, 

A.   G,    K. 

The  National  Tax  Association,  of  which  the  president  is  Mr. 
Allen  Ripley  Foote,  formerly  editor  of  Public  Policy,  and  now 
Commissioner  of  the  Ohio  State  Board  of  Commerce^  and  the  vice 
president  is  Mr.  Lawson  Purdy  of  the  Department  of  Taxes  and 
Assessments  of  the  City  of  New  York,  lias  sent  out  a  call  for  a 
conference  on  State  and  local  taxation*  to  he  held  in  Columbus 
about  November  ist.  The  tax  "system,"  if  so  it  may  be  called, 
of  tlie  country  has  been  shown  both  by  academic  writers  and  by 
persons  practically  connected  with  the  operation  to  be  very  bad 
indeed,  and  every  impulse  which  may  lead  to  its  improvement 
deserves  a  welcome.  The  platform  of  the  Association  is  as 
follows:  *'(i)  The  attempt  to  tax  all  classes  of  property  in  the 
same  way  and  at  the  same  rate  produces  gross  injustice^  An  unjust 
system  checks  pro<luction»  reduces  wages,  and  lessens  the  reward 
of  industry  and  thrift.  (2)  Constitutional  restraints  must  be 
removed  so  that  State  and  local  revenue  systems  may  be  divorced 
and  home  rule  secured  for  local  taxing  districts,  (3)  Property 
shoiild  be  so  classified  that  every  tax  shall  bear  equally  on  all 
persons  similarly  situated.  (4)  It  is  the  duty  of  the  State  to  require 
aU  public  accounts.  State  and  local,  to  be  kept  by  a  uniform  system 
prescribed  and  audited  by  authority  of  the  State.  (5)  Knowledge 
of  the  incidence  of  taxation  and  an  enlightened  public  opinion  must 
precede  intelligent  actiou.  Tlierefore,  we  unite  our  efforts  to 
develop  and  guide  discussion  and  study  of  the  principles  and 
incidence  of  a  just  system  of  State  and  local  taxation,  with  die 
purpose  of  securing  their  practical  application  in  any  and  all  States, 
ccunties  and  municipalities,  whenever  and  wherever  opportunity 
may  offer/'  The  first  four  paragraphs  of  the  platform  express 
ideals  of  which  some  will  never  be  realized  in  perfection,  and  of 
which  others  will  wait  long  for  fulfilment;  but  we  can  all  give 
cordial  assent  to  the  fifth  paragraph,  and  we  may  hope  that  the 
deliberations  of  the  Association  will  spread  the  knowledge  of 
present  evils,  and  stimulate  the  movement  toward  reform. 
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History  of  the  United  States  front  the  Compromise  of  1850  to 
the  Final  Restoration  of  Home  Rule  at  The  South  in  1877. 
Volumes  VI  and  VII.  By  James  Ford  Rhodes.  New  York,  The 
Macmillan  Company,  1906— pp.  xx,  440;    xiii,  431. 

Civil  War  and  Reconstruction  in  Alabama.  By  Walter  L  Fleming, 
Ph.D.,  Professor  of  History  in  West  Virginia  University.  The 
Columbia  University  Press.  New  York,  The  Macmillan 
Company,  1905 — ^i>p.  xxiii,  815. 

Documentary  History  of  Reconstruction,  Political,  Military,  Social, 
Religious,  Educational,  and  Industrial.  1865  to  the  Present 
Time,  Volumes  I  and  II.  By  Walter  L.  Fleming,  Ph.D. 
Cleveland,  Ohio,  The  Arthur  H.  Clark  Company,  1906,  1907 — 
pp.  xviii,  493 ;    xiv,  480. 

Twice  during  our  history  as  an  independent  nation  have  our 
public  men  been  called  upon  for  the  exercise  of  constructive  states- 
manship of  a  high  order.  The  first  was  during  the  ten  years 
immediately  following  the  close  of  the  Revolution;  the  second 
was  during  a  like  period  following  the  close  of  the  Civil  War.  In 
the  first  period  American  statesmen  were  confronted  by  the  various 
economic  and  social  evils  resulting  from  the  long  war  of  inde- 
pendence and  the  disorders  which  had  preceded  it.  These  evils 
were  not  perhaps  very  great  in  themselves.  They  were  not  to 
be  compared  with  those  which  afflicted  France  before  her  Revolu- 
tion or  England  during  the  generation  following  the  close  of  the 
Napoleonic  wars.  However,  the  situation  was  more  than  ordina- 
rily serious.  Our  statesmen  had  to  make  and  administer  the  laws 
called  for  by  these  economic  and  social  difficulties,  but  before  they 
could  make  these  laws  and  carry  them  out  they  had  to  create  the 
governmental  machinery  with  which  they  were  to  do  their  work. 
This  was  their  great  problem.  They  had  to  do  the  ordinary  work 
of  practical  statesmen,  and  in  addition  they  must  do  the  work  of 
political  philosophers  in  the  formation  of  a  new  constitution.  On 
both  its  theoretical  and  practical  sides  their  work  will  always  stand 
among  the  most  brilliant  and  successful  examples  of  statesmanship 
in  the  history  of  the  world. 

In  the  second  case  the  situation  was  no  less  difficult  than 
in    the    first    though    the    nature    of    the    difficulties    was    very 
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diflferent.  The  statesmen  of  that  period  were  not  called  upon 
to  create  any  new  political  institutions  nor  indeed  to  essen- 
tially modify  the  old  ones*  They  had  only  to  restore  as  nearly  as 
possible  to  its  original  form  the  government  which  a  part  of  the 
people  had  tried  to  overthrow.  On  its  political  side  their  work 
was  one  of  restoration  only  and  not  of  construction.  Nevertheless* 
it  was  not  without  its  special  difficulties,  the  chief  of  which  was 
to  cause  two  bitterly  hostile  communities,  who  had  waged  the  most 
bloody  and  expensive  wars  of  modern  times,  to  forget  tlieir  enmity 
and  dwell  together  in  peace  and  harmony.  They  must  see  to  it 
that  the  conquered  South  should  not  become  an  Ireland  or  a 
Poland  in  our  political  system.  It  was  not,  however,  on  its 
political  side  that  the  work  of  reconstruction  presented  its  greatest 
difficulties ;  more  important  by  far  was  the  social  problem  involved 
in  the  emancipation  of  the  slaves.  It  was  necessary  to  provide 
for  the  immediate  evils  of  the  sudden  transition  of  a  large  part 
of  the  community  from  the  condition  of  slavery  to  that  of  free 
labor,  so  as  not  to  ruin  that  community  or  hopelessly  degrade  the 
emancipated  race  itself.  They  were  called  upon  also  to  look  far 
into  the  future  and  to  lay  the  foundation  for  that  slow  develop- 
ment of  the  negro  race  and  the  adjustment  of  its  relation  to  the 
white  race  which  every  thoughtful  student  of  southern  society 
had  foreseen  would  be  the  most  difficult  problem  of  emancipation. 
Here  the  work  of  the  statesmen  of  reconstruction  touched  what 
Mr.  Brice  calls,  "one  of  the  great  secular  problems  of  the  world 
presented  under  a  form  of  peculiar  difficulty/'  It  is  the  one 
great  social  evil  that  American  statesmen  have  had  to  deal  with, 
and  far  transcends  all  others  in  its  difficulties  and  far-reaching 
importance.  It  is  safe  to  say  that  American  statesmen  will  never 
receive  such  commendation  for  their  work  of  reconstniction  on 
either  its  political  or  social  side  as  has  been  accorded  them  for  tlie 
work  of  political  construction  after  the  revolutionary  war.  Indeed 
the  very  qualities  which  have  rendered  their  work  in  the  carher 
period  so  distinguished^that  wise,  far-sighted  conservatism  which 
made  them  turn  to  history  rather  than  to  speculation  and  theory 
for  their  political  institutions,  and  kept  them  from  trying  any 
radical  experiments  along  this  line — are  quite  as  conspicuous  by 
their  absence  in  the  later  period  as  by  their  presence  in  the  earlier 
one*  No  reformer  of  the  French  Revolution  was  more  dominated 
by  the  idea  of  natural  rights  or  the  perfectibility  of  human  nature 
than  the  reconstruction  radicals  of  the  type  of  Sumner,  and  few 
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people  ever  tried  a  more  extraordinary  experiment  in  political 
theory,  than  the  granting  of  suffrage  to  a  large  population  of  ignor- 
ant negroes  just  freed  from  slavery. 

Historians  have  only  recently  begun  to  study  this  important 
period.  But  already  we  possess  in  the  works  of  Burgess,  Dunning, 
Rhodes,  Gamer  and  Fleming,  a  fairly  satisfactory  accotmt  of  its 
political  history,  and  one  remarkably  free  from  that  strong  sectional 
prejudice  which  might  be  expected  to  color  for  a  long  time  what- 
ever was  written  upon  it.  Much  the  most  important  contribution 
yet  made  to  the  subject  is  that  of  Mr.  Rhodes.  The  final  volumes 
of  his  great  history  of  the  United  States  from  the  compromise 
of  1850,  cover  this  period.  Like  the  former  volumes  they  are  in 
form  and  title  a  history  of  the  country — that  is,  an  account  of  the 
activity  of  the  American  people  during  this  period.  In  fact  they 
are  devoted  almost  entirely  to  the  politics  of  the  period.  The 
author  makes  little  attempt  to  give  an  account  of  the  various 
changes  which  took  place  in  American  society,  and  to  explain 
their  cause  and  consequences.  He  confines  himself  for  the  most 
part  to  an  account  of  the  action  of  the  Government,  and  an 
explanation  of  whatever  influenced  that  action.  This  was  true 
of  the  first  volumes  especially,  which  dealt  with  the  decade  from 
1850  to  i860,  when  American  politics  were  absorbed  in,  and  dom- 
inated by,  the  slavery  controversy.  To  a  less  extent  it  was  true 
also  of  the  next  three  volumes,  which  dealt  with  the  civil  war. 
It  remains  true  of  these  concluding  volumes  of  the  series,  which 
are  devoted  to  the  period  of  reconstruction.  Other  subjects  such 
as  finance  and  currency,  commercial  crises,  political  corruption, 
the  tariff,  and  the  broader  economic  and  social  changes  affecting 
American  society  are  not  ignored,  as  they  were  not  in  the  pre- 
vious volumes;  but  they  are  not  adequately  treated,  and  the 
author  shows  in  his  treatment  of  them  none  of  that  breadth  of 
view  and  well-balanced  judgment  which  appears  in  his  account 
of  the  political  controversies  that  have  to  do  with  slavery,  the 
Civil  War  and  Reconstruction.  The  same  consideration  which 
induced  him  to  abandon  or  postpone  writing  the  history  of  the 
country  after  1877,  viz.,  "a  lack  of  basic  knowledge  for  attacking 
the  social  questions  involved"  (see  preface),  have  prevented  him 
from  giving  a  satisfactory  account  of  a  large  part  of  the  activity 
of  the  American  people  during  the  period  he  has  covered.  These 
remarks  are  not  offered  in  criticism  of  his  work  but  only  to  point 
out  its  perfectly  proper  limitations  and  to  justify  the  classification 
of  these  last  two  volumes  with  books  on  reconstruction. 
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In  judging  any  work  on  this  subject  it  i&  necessary  to  bear 
in  mind  what  I  have  already  indicated,  that  reconstruction  involved 
the  sohition  of  two  problems,  not  one.  There  was  the  political 
problem  of  restoring  the  States  to  their,  former  relation  to  the 
Union,  and  inducing  the  southern  people  to  accept  that  relation 
in  good  faith.  In  addition  to  this  there  was  the  vastly  more 
difficult  and  far-reaching  social  problem  of  adjusting  the  relations 
of  the  two  races  so  that  neither  should  suffer  by  the  change  that 
had  come  about,  and  southern  society  be  put  on  the  road  to 
prosperity.  It  was  to  be  expected  that  the  first  matter  would 
receive  much  more  attention  at  the  hands  of  Mr.  Rhodes  dian 
the  second,  and  in  fact  that  is  the  case.  On  this  side  of  the  subject 
he  leaves  very  little  to  be  desired  either  in  thoroughness  of  investi- 
gation, freedom  from  sectional  prejudice,  or  judgment  of  the 
character  of  public  men  and  the  measures  which  they  represented. 
He  sets  forth  with  great  clearness  and  force  the  different  plans 
of  reconstruction,  both  those  that  were  tried  and  those  tliat  were 
rejected.  He  does  not  make  the  mistake  of  so  many  historians 
in  dealing  with  sucli  a  subject*  of  confining  himself  to  a  mere 
narration  of  events.  He  realizes,  to  use  his  own  words  applied 
to  a  later  period,  that  **to  write  purely  a  narrative  history  .  .  , 
would  be  to  shirk  a  duty  and  to  miss  the  significance  of  the  period." 
That  duty  is  to  form  jiidgments  both  of  the  character  of  the 
statesmen  and  the  wisdom  of  their  measures,  and  in  order  to  do 
this  it  is  necessary  to  consider  not  only  what  was  actually  done 
but  what  might  have  been  done  as  well.  "To  form  any  opinion 
or  estimate  of  a  great  national  policy,"  says  Sir  John  Seeley, 
"is  impossible,  so  long  as  you  refuse  even  to  imagine  any  other 
policy  pursued."  In  this  matter  Mr.  Rhodes  has  not  shirked  his 
duty,  nor  failed  to  exercise  that  historic  imagination  which  is  the 
handmaid  of  judgment.  His  discussion  of  the  necessity  for  the 
adoption  of  the  congressional  policy  in  the  early  part  of  the  first 
volume  (pp.  23-50).  as  well  as  of  its  results  in  the  second  volume 
(pp,  168-173),  is  one  of  the  best  examples  of  the  kind  of  writing 
which  used  to  be  attributed  to  the  ^'philosophical  historian,'*  that 
can  be  found  in  the  literature  of  political  history.  Here  is  that 
weighing  and  judging  of  events  which  is  at  once  the  great  duty 
and  the  great  task  of  the  historian. 

Mr.  Rhodes  does  not  mince  matters  in  these  general  conclusions. 
He  declares  of  the  act  of  1867,  *'that  no  law  so  tmjust  in  its 
policy,  so  direful  in  its  results  had  passed  the  American  Congress 
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since  the  Kansas-Nebraska  Act  of  1854."  The  avowed  reason 
for  its  passage  was,  that  a  state  of  anarchy  existed  at  the  south 
and  that  under  existing  governments  the  lives  of  loyal  whites  and 
negroes  were  not  protected.  He  declares  that  there  was  no 
sufficient  evidence  of  the  truth  of  this  view,  that  the  assertions  of 
the  radicals  were  exaggerated,  strongly  biased,  and  in  the  case 
of  Stevens,  not  entitled  to  any  credence  at  all.  On  the  contrary 
the  trend  of  legislation  in  the  southern  States  in  1867  was  distinctly 
favorable  to  the  negro  and  conditions  were  as  good  as  could 
be  expected,  "considering  the  immense  revolution,  the  large  number 
of  idle  soldiers  and  guerillas  .  .  .  the  sparsely  settled  country 
in  which  there  had  always  been  a  lax  administration  of  the  law,  and 
the  great  fact  of  all,  this  mass  of  black  men  suddenly  freed  from 
the  restraint  of  slavery,"  as  well  as  the  quarrel  between  the  Pres- 
ident and  Congress  and  the  distress  arising  from  short  crops.  It 
is  of  course  too  much  to  expect  that  these  conclusions  shall  receive 
general  assent  at  this  time,  and  they  may  need  some  modification, 
as  further  investigation  into  the  social  conditions  of  the  south 
following  the  war  are  made,  but  the  available  evidence  thus  far 
seems  to  support  them  and  the  author  should  be  commended  for 
the  masterly  way  in  which  he  has  marshalled  that  evidence  and  for 
his  courage  in  drawing  conclusions  from  it.  It  is  so  much 
easier  to  take  refuge  in  the  presentation  of  the  considerations  which 
bear  on  either  side  of  such  a  question  with  no  attempt  to  decide 
where  the  truth  really  lies.  As  to  the  results  of  the  congressional 
policy,  his  conclusions  are  no  less  definite  and  positive  and  are 
perhaps  less  likely  to  be  questioned.  "No  large  policy  in  our 
country  has  ever  been  so  conspicuous  a  failure  as  that  of  forcing 
universal  suffrage  upon  the  south."  "The  scheme  of  reconstruction 
pandered  to  the  ignorant  negroes,  the  knavish  white  natives  and 
the  vulturous  adventurers  who  flocked  from  the  north,  and  these 
neutralized  the  work  of  honest  republicans  who  were  officers  of 
state.  Intelligence  and  property  stood  bound  and  helpless  under 
negro  carpet-bag  rule,  and  the  fact  that  such  governments  continued 
to  exist,  were  supported  by  Federal  authority  and  defended  by 
prominent  republicans,  had  a  share  in  the  demoralization  of  politics 
at  the  north."  "From  the  Republican  policy  came  no  real  good 
to  the  negro, — he  had  a  brief  period  of  mastery  and  indulgence 
during  which  his  mental  and  moral  education  was  deplorable  and 
his  worst  passions  were  catered  to."  "Finally  by  force,  by  craft 
and  by  law,  his  old  masters  have  deprived  him  of  the  ballot,  and 
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after  a  number  of  years  of  political  power,  he  has  been  set  back 
to  the  point  where  he  should  have  started  directly  after  emancipa- 
tion/^ "The  congressional  policy  of  reconstruction  was  short- 
sighted even  from  the  partisan  point  of  view,  in  that  it  gave  the 
south  a  grievance,"  and  failed  utterly  to  buHd  up  a  Republican 
party  at  the  south,  where  a  nucleus  for  such  a  party  undoubtedly 
existed  in  the  old  line  whigs  and  Union  men  who  went  with  their 
State. 

Mr.  Rhodes  is  impressed  by  the  fact  that  Sumner,  "the  scholar 
in  politics,"  should  have  ignored  so  completely  in  dealing  with  the 
negro  question  all  the  teachings  of  science  regarding  the  infiaence 
of  heredity  and  the  great  effects  of  race,  especially  as  he  had  an 
intimate  friend  among  the  scientific  leaders  of  the  day,  Agassii, 
whose  conservative  views  on  the  negro  expressed  in  1863  he  quotes 
with  approval  "\A/liat  the  whole  country  has  only  learned  through 
years  of  costly  and  bitter  experience  was  known  to  this  leader 
of  scientific  thought  before  we  ventured  on  the  policy  of  trying 
to  make  negroes  intelligent  by  legislative  acts.''  This  suggests  one 
phase  of  his  treatment  of  tlie  subject  which  seems  open  to  some 
criticism.  He  does  not  connect  the  policy  of  reconstruction  finally 
adopted  and  sanctioned  by  the  northern  people  with  the  long 
anti-slavery  discussion  which  preceded  the  war.  This  was  the 
school  in  which  the  people  of  the  north  had  learned  what  they 
knew  of  races  and  race  questions.  For  more  than  a  generation 
they  had  been  discussing  slavery  and  tlie  negro^  and  urging  or 
opposing  his  emancipation.  Suddenly  and  unexpectedly  slavery 
was  abolished  and  the  negro  made  a  freedman.  The  worst  com- 
ment on  the  whole  anti-slavery  discussion  that  can  be  made  is  the 
fact  that  this  event  found  not  a  person  among  our  public  men  of 
influence  with  any  knowledge  or  appreciation  of  tlie  real  difficulties 
involved  in  emancipation  as  they  affected  either  the  white  popula- 
tion of  the  south  or  the  negro  himself.  With  hardly  an  exception 
they  conceived  that  the  chief  danger  to  be  guarded  against  was  the 
practical  re-enslavement  of  the  negro  by  his  former  master.  They 
thought  the  two  great  needs  of  the  freedmen  were  education  and 
protection  from  the  whites.  That  they  needed  any  protection  from 
themselves  in  the  matter  of  vagrancy  and  disorderly  conduct  appears 
not  to  have  entered  the  minds  of  the  statesmen  of  the  time.  Cer- 
tainly it  found  no  expression  in  their  speeches  in  Congress. 
Sumner  was  only  doing  what  all  his  countrynien  were  doing;  viz., 
drawing  his  political  ideas  from  the  popular  discussion  which  had 
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absorbed  their  attention  for  a  generation.  That  discussion  had 
done  much  to  stimulate  the  moral  sentiment  of  the  nation  and 
to  elevate  its  social  ideals,  but  it  had  contributed  practically  nothing: 
to  an  understanding  of  the  race  question.  One  looks  almost  in 
vain  through  the  cords  of  anti-slavery  literature  in  our  public 
libraries  for  a  single  book  that  will  explain  the  institution  of 
slavery,  the  part  which  it  played  in  American  society  and  the  evils 
which  would  result  from  its  removal.  A  few  observers  like  De 
Tocqueville  and  Olmsted  saw  dimly  these  matters,  but  they  were 
quite  beyond  the  ken  of  the  bulk  of  writers  on  the  subject  of 
slavery.  If  the  policy  of  reconstruction  as  adopted  is  the  most 
conspicuous  failure  in  our  history,  it  is  largely  due  to  the  anti- 
slavery  movement  and  the  kind  of  thing  it  taught  the  American 
people  to  believe  about  slavery,  the  negro  and  the  southern  white 
man. 

Concerning  the  social  problem  of  reconstruction,  Mr.  Rhodes 
has  very  little  to  say.  He  does  not  ignore  it  entirely, 
but  he  only  touches  on  it  when  it  is  necessary  to  explain 
the  political  situation,  as  in  case  of  the  vagrancy  laws 
passed  by  the  Johnson  governments,  or  as  the  matter  is 
suggested  to  him  in  the  far-sighted  views  of  Agassiz  and 
Governor  Andrew,  and  by  the  glaring  fact  that  the  negro  as  a 
useful  member  of  society  seemed  rather  to  be  injured  than  bene- 
fited by  the  political  measures  which  were  expected  to  do  so 
much  for  him.  We  see  his  failure  to  appreciate  this  side  of  the 
matter  in  his  conclusions  that  military  government  after  the  war 
brought  little  hardship  to  the  south  (pp.  78-9).  Perhaps  it  did 
not  of  itself  bring  positive  hardship.  The  objection  to  it  is  not 
so  much  what  was  actually  done  by  military  officers  in 
civil  affairs,  as  what  they  failed  to  do.  It  is  clear  that  for  dealing 
with  the  social  difficulties  of  emancipation,  the  year  or  two 
immediately  following  the  close  of  the  war  were  more  important 
than  a  whole  decade  a  few  years  later.  It  was  essential  to  the 
future  welfare  of  the  negro,  as  well  as  of  the  white  community  in 
which  he  was  to  live  as  a  freeman,  that  he  should  get  started 
right;  that  all  the  progress  in  civilization  which  he  had  made 
under  slavery — his  habits  of  industry,  industrial  skill,  and  orderly 
way  of  living — should  be  preserved ;  and  above  all  it  was  important 
that  the  good  feeling  which  existed  between  the  races  should  not 
be  disturbed.  As  Mr.  Beecher  pointed  out,  the  good  will  of 
the  white  people  by  the  side  of  whom  the  negroes  were  to  live,  was 
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worth  more  to  them  than  any  thing  which  the  federal  governrnent  or 
the  northern  people  could  do  for  them.  Was  a  military  government 
administered  by  nortliem  officers,  who  had  waged  a  fierce  war 
against  the  south,  likely  to  understand  this  situation,  or  to  take 
the  best  means  of  informing  themselves  regarding  it? 

Mr.  Rhodes  does  not  appear  to  have  gone  very  far  into  the 
consideration  of  such  questions  as  these.  This  is  no  doubt  due  to  the 
difficulty  of  obtaining  reliable  infomiation  concerning  them.  It  is 
clear  from  his  references,  that  he  has  neglected  no  important  source 
of  infomiation  concerning  the  southern  States  that  is  available  to 
the  worker  in  the  libraries  of  the  country,  but  there  is  not  much 
information  on  social  conditions  in  the  south  to  be  gleaned  from 
these  sources.  What  does  exist  there  is  found  chiefly  in  the 
accounts  given  by  northern  and  foreign  travelers  or  military  men 
of  what  they  saw^  or  thought  they  saw  in  the  south.  It  is  obvious 
enough  now,  that  with  the  best  intentions  in  the  world  these  men, 
even  had  they  devoted  their  chief  attention  to  the  subject,  could 
give  but  a  very  imperfect  idea  of  the  real  situation.  It  is  the  south- 
em  people  themselves,  who  lived  in  the  midst  of  tlie  freedmen, 
who  knew  from  years  of  experience  their  characteristics  as  a  race 
and  who  tried  to  carry  on  the  industry  of  the  community  by  means 
of  their  labor,  who  could  tell  us  most  about  this  side  of  the  problem. 
It  is  folly  to  expect  to  gain  an  understanding  of  it  from  the  accounts 
of  outsiders,  no  matter  how  well-intentioned  they  may  be,  Carl 
Schurz  said  in  his  report  that  the  southern  people  had  no  idea 
of  free  labor,  nor  how  to  deal  with  it.  It  was  just  as  true  that 
the  northern  people  w^ere  equally  ignorant  of  negro  labor,  whether 
as  slaves  or  freedmen.  For  it  is  certain  that  the  freedmen  and  the 
free  laborers  of  the  north  were  not  at  all  alike.  What  was  necessary 
and  important  in  dealing  with  the  negro  either  as  slave  or  freed- 
man,  was  quite  as  likely  to  escape  tJie  attention  of  northern  people, 
as  the  requirements  of  a  free  labor  system  to  l>e  misunderstood  by 
the  southern.  It  seems  to  me  then  that  on  this  social  side  of  recon- 
struction we  can  hope  for  no  satisfactory  account  without  a  full 
understanding  of  what  the  southern  people  themselves  thought  and 
felt  concerning  it,  and  indeed  the  political  aspects  of  the  subject  also 
would  be  much  easier  to  understand  if  we  possessed  a  more  inti- 
mate knowledge  of  the  feelings  and  sentiments  of  the  various 
classes  of  southern  society  than  has  yet  been  given  us. 

It  is  in  view  of  these  considerations  that  I  wish  to  call 
attention  to  the  works  of  Mr*  Fleming  on  Reconstruction.     He  is 
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of  concrete  facts  to  comprehend  the  situation.  We  are  told  of 
the  direful  ruin  that  was  spread  over  the  South  by  tiie  war,  of 
the  destitution  which  the  soldiers  found  on  their  return  home,  of 
the  action  of  the  negroes  in  testing  their  freedom^  of  the  infliience 
of  the  Freedmen's  Bureau  officials  upon  them,  of  the  corruptioo 
of  negro  and  carpet*bag  rule,  of  the  Ku  K!ux  outrages  and  the 
social  conditions  which  made  them  inevitable.  But  northern 
readers  need  a  more  circumstantial  account  of  these  matters  than 
they  have  hitherto  received  in  order  to  realize  their  meaning.  Mr. 
Fleming  gives  this  account  at  great  length  and  cites  the  evidence 
for  it.  It  is  not  pleasant  reading  as  he  presents  it,  and  it  certainly 
makes  one  feel  that  there  is  a  strong  southern  bias  in  the  author's 
mind;    but  it  probably  represents  accurately  enough  the  honest 

f opinion  of  the  southern  people  regarding  the  actions  of  the  Federal 
Government,  and  as  such  is  necessary  to  any  proper  treatment  of 
the  subject.  This  lack  of  judicial  spirit  on  tlie  part  of  the  author 
is  not,  to  my  mind,  so  serious  a  defect  in  his  work  as  most  critics 
seem  to  regard  it,  because  we  need  to  have  the  southern  side  of 
the  matter  presented  exactly  as  it  appeared  to  the  southern  people. 
Their  feelings  and  sentiments^  their  unfounded  prejudices  even, 
were  essential  elements  in  the  problem  of  reconstruction  both 
political  and  social. 

I  The  most  serious  defect,  as  it  seems  to  me,  appears  in  the  author's 
readiness  to  accept  current  popular  account  of  certain  important 
facts  without  that  thorough  investigation  of  them,  which  he  might 
have  given.  For  instance,  one  of  the  most  remarkable  features 
of  the  social  situation  was  the  rapidity  with  which  the  southern 
whites  lost  their  influence  over  the  negroes  after  the  close  of 
the  war.  Up  to  the  very  end  of  the  war  it  was  as  complete  as  at 
any  time  during  slavery.  But  the  6rst  year  of  emancipation  saw 
it  rapidly  decline  and  very  soon  it  almost  completely  disappeared. 
Just  how  this  change  came  about  needs  more  explanation  than  the 
current  southern  one  that  it  was  due  to  the  influence  of  the  army 
and  the  Freedmen's  Bureau,  These  were  factors  no  doubt,  and 
important  ones;  but  were  there  no  others?  Did  the  southern 
people  themselves  make  no  mistakes  in  dealing  with  this  difficult 
matter?  Again,  there  is  tlie  rejection  by  the  South  of  the  14th 
Amendment  as  a  basts  of  reconstruction.  It  has  never  been  easy 
to  understand  this  action  of  the  southern  people.  It  would  seem 
as  though  some  additional  light  on  this  important  matter  might 
have  been  contributed  by  the  author.    The  loose  general  state- 
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ment  that  immediately  after  the  war  the  negroes  left  the  planta- 
tions and  gathered  around  the  offices  of  the  Freedmen's  Bureau 
would  also  seem  to  need  some  careful  investigation  before  it  is 
accepted  without  modification.  Such  a  thing  was  possible  in  many 
regions,  perhaps  in  most  counties,  but  how  was  it  in  such  communi- 
ties as  that  of  Marengo  and  Dallas  counties?  Here  was  a  negro 
population  of  over  25,000  in  these  two  counties,  with  a  white  popula- 
tion of  about  14,000.  It  is  hardly  conceivable  that  the  bulk  of 
these  negroes  could  have  gone  to  the  towns  to  stay  more  than  a 
few  days  at  most,  or  could  remain  collected  about  the  Freedmen's 
Bureau  offices  for  any  considerable  length  of  time.  Most  of  them 
must  have  spent  their  time  on  the  plantations.  At  any  rate,  we 
would  like  to  know  exactly  what  the  situation  was,  and  such 
general  statements  as  are  usually  made  for  a  whole  State  or  the 
whole  south  do  not  make  it  clear.  However  these  defects  are  not 
of  great  importance  and  neither  they  nor  the  strong  sectional  bias 
of  the  author  destroy  the  substantial  value  of  his  work.  No 
one  who  reads  the  chapters  on  Social  and  Economic  Disorder  after 
the  War,  the  Ku  Klux  Revolution,  and  The  Reorganization  of 
the  Industrial  System,  can  fail  to  recognize  the  great  service  which 
he  has  rendered  to  a  neglected  side  of  reconstruction. 

GUY  STEVENS  CALLENDER. 

A  History  of  the  Northern  Securities  Case.  By  Balthasar  Henry 
Meyer,  Ph.D.,  Professor  of  Political  Economy  in  the  University 
of  Wisconsin,  Member  of  the  Railroad  Commission  of  Wisconsin. 
Bulletin  of  the  University  of  Wisconsin,  No.  142,  Economics  and 
Political  Science  Series,  Vol.  I,  No.  3,  pp.  215-250. 

The  aim  of  this  monograph,  as  stated  by  the  author  in  his 
preface,  is  to  present  in  connected  form  the  leading  facts  and 
principles  which  may  have  an  interest  to  students  of  economics, 
in  so  far  as  these  principles  and  facts  are  contained  in  the  records, 
briefs,  and  arguments  of  the  Northern  Securities  case,  which 
embrace  in  all  nearly  8,000  pages.  The  ten  chapters  in  eighty-two 
pages  give  a  clear,  concise,  and  readable  history  of  the  litigation, 
including  the  genesis  of  the  idea  of  a  holding  company  and  the 
causes  of  organization,  the  action  of  the  State  authorities  and  the 
Federal  Government,  with  an  analysis  of  the  decisions  in  the  main 
case,  and  in  the  ancillary  litigation  over  the  liquidation  of  the 
company.  The  appendix  g^ves  a  number  of  the  briefs  or  docu- 
ments of  the  litigation  in  a  form  convenient  for  reference,  such 
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as  the  certificate  of  incorporation  of  the  Northern  Securities 
Company,  the  Under^vriter's  agreement,  the  circular  letters  from 
the  Nortliern  Securities  Company  to  its  stockholders  and  to  the 
stockholders  of  the  Great  Northern  Company,  witli  the  balance  sheet 
of  the  Securities  company  on  December  31st,  1905.  There  is  also 
a  map  prepared  by  the  Interstate  Commerce  Commission,  showing 
tlie  leading  railroads  involved  in  the  Northern  Securities  case* 

The  book  was  wisely  planned.  The  Northern  Securities  decision 
was  the  culmination  of  a  series  of  decisions  of  the  Supreme  Court 
of  the  United  States,  adjudging  invalid,  under  the  prohibition  of 
the  Anti-trust  Act  of  1890^  combinations  between  interstate  rail- 
roads for  the  suppression  of  competition.  In  the  Trans- Missouri 
Freight  Association  case  and  in  the  Joint  Traffic  Association  case, 
the  Court  had  held,  though  by  a  close  division,  that  the  prohibitive 
provisions  of  the  Anti-trust  Act  applied  to  all  contracts  of  rail- 
roads regulating  rates  and  restraining  the  competition  in  interstate 
commerce,  whether  the  restraints  were  reasonable  or  unreasonable. 
The  Northern  Securities  decision  was  notable  in  that  it  held  that  a 
State  corporation  organized  in  due  form  under  the  laws  of  a 
State,  for  the  purpose  of  holding  the  shares  of  competing  inter- 
state railroads,  such  holding  being  authorized  under  the  laws  of 
the  State,  was  an  unlawful  combination  in  restraint  of  interstate 
commerce.  The  device  of  a  holding  corporation  was  condemned 
in  this  case  not  because  it  was  a  holding  corporation,  but  because 
it  held  the  stock  of  subsidiary  corporations  directly  engaged  in 
interstate  commerce,  and  thus  was  empowered  to  control  competi- 
tion as  between  those  companies.  The  illegal  combination  was 
thus  founded  upon  tlie  fact  of  control  of  competing  railroads  in  a 
single  authority,  and  the  resulting  power  of  direct  suppression  of 
competition  through  such  control. 

While  a  bare  majority  of  the  court  concurred  in  the  judgment, 
there  was  no  opinion  concurred  in  by  the  majority.  The  con- 
curring opinion  of  Mr.  Justice  Brewer  is  very  probably  deemed  by 
Prof,  Meyer  in  some  respects  the  most  noteworthy  feature  of  the 
decision.  Justice  Brewer  had  concurred  in  the  prevailing  opinions 
in  the  Trans-Missouri  Freight  Association  case  and  the  Joint 
Traffic  Association  case,  wherein  it  was  held  that  the  Anti-trust 
Act  included  all  contracts  in  restraint  of  interstate  trade  whether 
reasonable  or  unreasonable,  but  in  the  concurring  opinion  in  this 
case  he  held  that  the  ruling  in  tlie  prior  cases  should  have  been 
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that  the  contracts  presented  were  unreasonable  contracts  and  in 
restraint  of  trade,  and  as  such,  within  the  scope  of  the  act.  While 
he  is  explicit  in  his  declaration  that  it  was  the  purpose  of  Congress 
to  place  the  statutory  prohibition  only  upon  those  contracts  in 
restraint  of  trade  which  were  unreasonable  and  against  public 
policy,  the  decisions  in  these  several  cases  cannot  be  reconciled 
on  the  basis  of  unreasonableness  in 'fact,  except  under  the  view 
that  any  agreement  in  restraint  of  interstate  commerce  among 
carriers  is  an  unreasonable  restraint  and  therefore  obnoxious  to 
the  law.  However  this  may  be,  it  would  seem  that  this  peculiar 
division  of  the  Court  would  indicate  that  each  case  of  alleged 
restraint  of  interstate  commerce  must  be  adjudged  by  its  special 
facts. 

Prof.  Meyer  is  of  opinion  that  the  prosecution  of  the  Northern 
Securities  case  had  an  undoubtedly  wholesome  influence  on  all 
great  corporations,  or  as  he  expresses  it,  "was  a  moral  tonic.*' 
He  recognizes  that  a  corporation  is  not  endowed  with  the  inalien- 
able rights  of  a  natural  person ;  that  the  Securities  Company  was  a 
mere  instrumentality  by  which  separate  railroad  properties  were  com- 
bined under  one  control,  and  that  a  holding  corporation  of  this 
type  would  make  it  possible,  by  a  series  of  progressive  consolida- 
tions, to  vest  the  control  of  all  the  railroad  properties  of  the 
United  States  in  single  hands.  At  the  same  time,  he  expresses 
the  opinion  that,  from  the  point  of  view  of  railway  organization, 
the  case  presents  little  of  consequence,  except  that  such  organiza- 
tion in  the  process  of  evolution  must  avoid  the  technicality  of  the 
particular  type  of  a  holding  company,  which  the  Northern  Securi- 
ties Company  represented.  On  the  broader  point  of  view  he  is 
very  positive  that  undiscriminating  opposition  to  all  forms  of  open 
concerted  action  on  the  part  of  railways  "is  the  greatest  single 
blunder  in  our  public  policy  towards  railroads,"  and  that  we  need 
a  "campaign  of  education  on  the  limitation  of  competition  among 
carriers,  and  adequate  legislation  for  the  protection  of  all  interests, 
where  competition  fails." 

In  this  view  there  will  be  a  general  concurrence  of  opinion  by 
those  who  have  thoughtfully  considered  this  complicated  question. 
Unregulated  competition  with  recurring  rate  wars  is  as  detri- 
mental to  the  public  as  to  the  railroads.  Open  agreements  as  to 
rates,  under  the  regulating  supervision  of  some  public  authority, 
would  greatly  contribute  to  the  permanent  solution  of  these  diffi- 
cult transportation  problems. 
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The  style  is  clear  and  forcible.  In  some  places,  particularly  in 
the  introductory  chapters,  it  would  seem  that  the  author  has  studied 
conciseness  at  the  expense  of  the  clearness  which  would  have  been 
gained  by  fuller  amplification  of  the  narrative.  The  autlior  is 
manifestly  familiar  with  the  material,  and  thorough  and  accurate 
research  is  shown  throughout.  Full  justice  is  done  to  the  dis- 
senting as  well  as  the  prevailing  opinions.  While  written  for 
economic  students  rather  than  for  lawyers,  the  work  will  be  a  con- 
venient handbook  for  all  who  are  interested  in  the  subject* 

FREDERICK   N.  JUDSON. 
St,  Louis,  Mo. 


The  Economic  Development  of  a  Norfolk  Manor,  1086-1^^5.  By 
Frances  Gardiner  Davenport,  Ph.D.  Cambridge:  The  Univer- 
sity Press,  1906 — pp.  X,  105,  cii. 

There  is  an  immense  amount  of  material  in  print  on  the  statics 
of  the  manor,  comparatively  little  on  its  dynamics.  When  historians 
have  sought  to  trace  the  course  of  manorial  development  they  have 
been  able  to  find  the  descriptions  of  many  manors  in  many  centuries^ 
but  they  have  had  to  skip  from  the  accounts  of  one  manor 
to  those  of  another,  and  to  justify  their  conclusions  by  taking  as 
types  what  everyone  knows  were  distinct  individuals.  So  Maitland 
performed  a  welcome  service  w^hen  he  described  in  a  review  article 
some  years  ago  the  course  of  development  of  a  particular  Cam- 
bridgeshire manor,  and  Miss  Davenport  puts  us  under  deeper  obliga- 
tions by  this  detailed  history  of  the  manor  of  Fomcett  near 
Norwich. 

The  author  has  drawn  her  statistics  and  conclusions  from  a  great 
variety  of  manuscript  sources,  of  which  the  most  important  are 
a  series  of  ministers*  accounts  running  from  1270  to  1308,  in  the 
Public  Record  Office,  and  a  series  of  Court  Rolls  covering  the 
larger  part  of  the  fourteenth  and  fifteenth  centuries,  now  in  the 
Cambridge  University  Library,  The  limits  of  the  description  are, 
on  the  one  side,  Domesday  Book,  and  on  the  other  an  Elizabethan 
survey  of  1565.  The  first  chapter  gives  a  preliminary  description 
of  Forncett  and  its  development,  based  on  the  two  sources  last 
named;  three  chapters  are  devoted  to  the  history  of  the  demesne, 
1272-1605,  three  to  the  tenants  and  their  land,  1272-1575,  and  a 
final  chapter  discusses  the  growth  and  decline  of  population.  An 
appendix  (paged  with  the  Roman  numerals  detested  by  all  who 
have  to  cite  them)  contains  statistical  accounts  and  specimen  docu- 
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ments,  and  the  book  includes  also  two  photographic  views  and  a 
map  constructed  from  the  survey  of  1565. 

Though  a  local  study  of  this  character  does  not  lead  to  broad  gen- 
eralizations it  suggests  some  interesting  and  important  questions. 
Miss  Davenport  finds  a  connection  between  the  distribution  of  dwell- 
ings and  the  status  of  the  population,  seeming  to  show  that  while  the 
unfree  were  grouped  in  villages  many  of  the  freemen  "dwelt  apart 
and  scattered."  While  the  reeve  was  elected  by  the  homage  in  the 
later  period,  he  seems  (if  we  can  trust  the  negative  evidence)  to 
have  been  appointed  by  the  lord  before  1350,  and  VinogradoflF's 
contention,  that  he  was  "mainly"  or  always  elected  (Growth  of 
the  Manor,  229,  319),  loses  in  force.  One  striking  feature  of 
Fomcett  is  the  smallness  of  the  holdings.  In  1565  only  one  tene- 
ment out  of  over  one  hundred  attained  the  area  of  30  acres;  in 
1086  the  average  servile  tenement  seems  to  have  been  11  acres  or 
less. 

The  character  of  Miss  Davenport's  material  enables  her  to  give 
an  especially  full  description  of  the  manorial  economy  from  the 
lord's  standpoint.  Summaries  of  the  ministers'  accounts  give  us 
the  items  of  income  and  expense  for  every  year  in  the  latter  part  of 
the  thirteenth  century.  At  that  time  the  manor  returned  profits 
of  about  i93  a  year  to  the  lord.  In  the  next  century  profits  fell 
off  about  £30,  and  continued  to  decline  thereafter.  Meanwhile 
more  and  more  of  the  demesne  was  leased,  at  first  for  terms  of 
years,  at  last  for  a  perpetual  money  rent.  The  seventh  chapter, 
giving  an  account  of  these  changes  in  the  fifteenth  and  sixteenth 
centuries  from  the  tenants'  standpoint,  is  remarkable  for  the  exact- 
ness with  which  the  changes  in  tenure  are  described,  and  for  its  abund- 
ance of  interesting  personal  details.  Miss  Davenport  defends  the 
good  old-fashioned  theory  that  serfdom  declined  largely  because 
the  serfs  ran  away;  it  disappeared  finally  from  Fomcett  in  1575. 
In  the  last  chapter  the  author  presents  evidence  to  show  that  the 
population  of  Fomcett  declined  to  one  half  in  the  fourteenth 
century,  and  did  not  recover  its  former  numbers  in  the  period 
studied,  past  the  middle  of  the  sixteenth  century. 

Miss  Davenport's  history  contains  matter  of  great  interest  to  the 
economic  historian.  The  full  value  of  it  will  appear  only  as  other 
studies  of  a  similar  kind  are  published  with  which  comparisons 
may  be  made.  Meanwhile  it  remains  a  model  of  the  way  in  which 
such  work  should  be  done.  The  material  has  been  collected  and 
examined  with  painstaking  thoroughness,  and  has  been  written  up 
with  admirable  discrimination. 

c.  D. 
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The  Investments  of  Life  Insurance  Companies,  By  Lester  W. 
Zartman*  Ph.D,,  Instructor  in  Insurance,  Yale  University.  New 
York:   Henry  Holt  &  Co,,  1906— pp,  v,  259. 

This  little  hand-book  should  be  of  much  interest  and  value  to 
those  who  are  responsible  for  tlie  safe  and  profitable  investment  of 
trust  or  other  funds,  and  to  the  policy-holder,  now  somewhat  alive 
to  in S!i ranee  problems,  who  desires  to  know  how  his  saving  are 
being  cared  for. 

Insurance  investments  must  be  good  in  a  two-fold  aspect, — ^the 
principal  of  course  must  be  seen  re  *  and  in  addition  the  interest  yield 
must  at  least  equal  that  contemplated  in  the  premium  rate  calcula- 
tion. With  tliese  stringent  requisites  in  view,  it  is  interesting  to 
study  the  character  of  investments^  the  investment  earnings  and 
the  cost  of  investments  (chapters  3.  4,  5).  The  author  gives  a 
wide  range  of  information  of  much  value,  and  which  has  not  pre- 
viously been  gathered  in  so  complete  a  form. 

It  is  perhaps  unfortunate  that  he  has  emphasized  so  much  the 
element  of  increase  of  market  value  above  book  value,  in  the  rate 
of  earnings*  Possibly  the  author  has  misunderstood  the  term 
'*book  value,''  as  commonly  used  by  insurance  companies,  confus- 
ing it  with  cost  price.  Book  value  is  ordinarily  made  on  a  fair  but 
conservative  basis  by  vote  of  the  finance  committee,  and  with  a 
view  to  the  probable  market  value  of  the  investment  over  a  term 
of  years.  Deviation  between  this  and  market  value  at  the  close  of 
the  year^  in  conservative  companies,  is  adjusted  by  a  security 
fluctuation  account,  as  it  is  not  considered  fair  to  superimpose  on 
the  losses  from  mortality,  which  seem  to  follow  a  more  or  less 
regular  natural  law,  the  extraordinary  fluctuations  of  the  markets 
which  would  result  in  inequalities  in  distribution  of  dividends.  To 
Ukistrate  the  point,  one  of  the  large  New  York  companies  some 
years  ago  had  a  credit  to  its  security  fluctuation  account  in  the 
neighborhood  of  ten  millions  of  dollars.  Two  years  later  this  credit > 
by  reason  of  a  fall  in  market  values  at  the  year's  end,  was  com- 
pletely wiped  out. 

Furtlierniore,  from  a  practical  point  of  view,  under  recent  legisla- 
tion requiring  annual  dividends,  it  would  be  wrong  to  declare  a 
dividend  based  upon  profits  earned  from  this  source  but  not  realized 
by  sale  of  the  security.  (In  this  connection  it  is  difficult  to  under- 
stand what  is  meant  by  the  sentence  closing  at  top  of  page  69- ) 
The  importation  of  this  element  into  the  calculation  of  earning 
rates  distorts  them  so  tliat  it  would  be  difficult  for  life  insurance 
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officers  to  make  the  earning  rates  here  shown  of  much  practical 
service. 

The  chapters  on  character  of  investments  in  various  countries 
are  extremely  interesting.  Those  on  control  of  the  assets,  taxa* 
tion,  and  legal  regulation  are  very  fair-minded  and  thorough,  so 
far  as  they  go.  Perhaps  the  recent  history  of  life  insurance  legisla- 
tion will  demand  a  chapter  or  two  by  itself  in  the  second  edition  of 
this  book,  which  it  is  to  be  hoped  may  soon  be  called  for. 

J.    M.   GAINES. 
New  York  City. 

Special  Reports  of  the  Bureau  of  the  Census.  Benevolent  Institu- 
tions, 1904,  pp.  335 — 1905;  Paupers  in  Almshouses,  1904,  pp. 
210 — 1906;  Insane  and  Feeble-minded  in  Hospitals  and  Insti- 
tutions, 1904,  pp.  232 — 1906.  Prepared  under  the  direction  of 
John  Koren.    Washington:    Government  Printing  Office. 

The  establishment  of  the  Permanent  Census  Bureau  under  the 
Act  of  1902  has  resulted  in  a  certain  irregularity  in  the  dates  at 
which  our  statistics  are  collected.  Under  the  regular  decennial 
census  the  enumeration  has  usually  been  made  on  June  ist 
of  the  census  year.  The  three  reports  in  question  generally 
take  December  31st  as  the  day  for  counting  heads,  and 
the  years  1903  or  1904,  instead  of  the  year  1900.  The 
selection  of  the  year  was  to  a  certain  extent  accidental, 
and  governed  by  the  fact  that  the  act  establishing  the 
permanent  bureau  was  not  passed  until  1902.  The  month  of 
December  was  chosen  in  preference  to  June  (at  least  in  the  enume- 
ration of  paupers  in  almshouses)  on  account  of  the  familiar  fact  that 
the  almshouse  population  is  apt  to  be  at  its  minimum  in  the  summer. 
The  consequence  is  that  we  are  unable  to  compare  the  figures  given 
in  these  reports  either  with  the  population  figures  of  the  year 
1900,  or  with  the  figures  relating  to  similar  subjects  in  previous 
censuses,  without  some  error.  Yet  we  should  be  glad  that  we  have 
any  figures  at  all  and  still  more  so  that  so  competent  a  statistician 
as  Mr.  Koren  has  been  placed  in  charge  of  these  important  investi- 
gations into  kindred  topics. 

Of  the  three  special  reports,  that  regarding  benevolent  insti- 
tutions is  the  most  novel.  It  covers,  to  be  sure,  but  a  part  of  the 
philanthropic  agencies  of  the  country.  It  applies  strictly  to  insti- 
tutions, not  to  all  charitable  societies.  The  almshouse,  public  and 
private,  hospitals  for  the  insane,  and  schools  for  the  feeble-minded, 
are  also  excluded  because  provided  for  in  another  report.     But 
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even  with  these  limitations,  this  report  is  the  most  complete  study 
of  the  subject  that  we  have  ever  had,  and  few  if  any  countries 
can  show  so  good  an  investigation  of  the  same  field.  The  present 
report  not  only  covers  such  meagre  facts  regarding  the  inmates  of 
institutions  as  were  obtained  in  1890,  but  it  contains  full  figures 
regarding  the  institutions  themselves,  their  finances,  their  property, 
tJieir  managementj  and  the  method  of  their  support.  The  tables 
give  an  imposing  picture  of  the  amount  o!  money  spent  upon 
charitable  institutions  in  our  country.  The  gross  cost  of  maintaining 
tliose  under  consideratioo  in  1903  was  over  $55,000,000^  and  apart 
from  the  income  derived  from  paying  inmates  was  over  $40,000,000, 
There  are,  however,  great  differences  between  the  amounts  spent 
by  different  States,  which  are  not  always  easily  explained.  In  the 
table  showing  tlie  cost  of  maintainance  per  capita  of  the  population, 
California,  New  York,  and  Massachusetts  lead  with  an  outlay  of 
$1,76,  $1-74,  and  $1.37  respectively.  From  these  high  figures  the 
esq^enditure  runs  down  to  6  cents  per  capita  for  Mississippi,  and 
5  cents  per  capita  for  Oklahoma  (p.  18),  A  further  analysis  shows 
many  other  facts  regarding  the  number  of  inmates,  the  cost  of 
maintenance,  income  derived  from  dlflferent  sources,  etc.  The 
several  kinds  of  institutions  are  grouped  under  the  following  heads : 
orphanages,  hospitals,  permanent  homes,  temporary  homes,  insti- 
tutions for  deaf  and  blind,  nurseries,  and  dispensaries,  and  these 
are  further  grouped  according  as  they  are  public  in  their  manage- 
ment, private,  or  ecclesiastical  (p.  23).  A  vast  amount  of  infor- 
mation is  contained  in  this  volume,  of  great  value  to  any  one  who 
is  interested  in  the  practical  administration  of  benevolent  institu- 
tions, as  well  as  for  the  student  of  social  conditions. 

The  volume  on  paupers  in  almshouses  leaves  many  general 
questions  open,  which  the  student  of  pauperism  would  like  to  have 
answered.  Limited  by  the  original  law  to  institutions,  it  naturally 
gives  no  facts  regarding  outdoor  relief.  One  cannot,  there- 
fore draw  inferences  from  its  figures  regarding  the  increase 
or  decrease  of  pauperism  in  the  United  States.  Nor  are 
the  figures  strictly  comparable  with  similar  figures  gathered 
in  1880  and  1890,  As  far  as  they  go,  however,  they  would 
seem  to  indicate  progress  in  tlie  right  direction,  the  number  of 
paupers  in  almshouses  per  100,000  of  the  population  having  fallen 
from  132  in  1880  to  1014  in  1903  (p.  5).  The  difficult  question 
of  determining  the  contributions  of  different  nationalities  towards 
our  pauper  population,  especially  the  relative  frequency  of  blacks 
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and  whites,  immigrants  and  native  bom,  etc.,  finds  ample  material 
in  other  tables  of  the  report,  the  interpretation  of  which  cannot 
be  entered  upon  in  this  review.  Finally  a  brief  but  serviceable 
analysis  of  the  laws  governing  poor  relief  in  the  various  States 
of  the  United  States  is  appended  to  the  introductory  chapter,  and 
precedes  the  detailed  tables  giving  the  facts  regarding  specific  alms- 
houses in  different  States. 

The  volume  on  the  insane  in  hospitals  deals  with  a  more  restricted 
topic,  but  supplements  the  volume  on  benevolent  institutions.  In 
all  of  the  volumes  the  specification  of  the  facts  regarding  individual 
institutions  makes  it  possible  for  one  who  has  a  knowledge  of  local 
affairs  to  test  the  accuracy  of  the  figures,  while  a  full  index  makes 
it  easy  to  find  any  particular  subject. 

These  volumes  are  in  themselves  an  argument  in  favor  of  extend- 
ing the  scope  of  the  investigation,  first  by  including  outdoor  relief 
as  well  as  almshouses  in  the  study  of  pauperism,  and  secondly  by 
providing  for  a  more  frequent,  possibly  a  biennial,  collection  of  the 
leading  facts.  Not  only  would  the  work  itself  be  in  many  ways 
facilitated  by  such  periodical  returns,  but  the  data  would  be  much 
more  useful  to  the  student  of  economics. 

H.  w.  F. 

Studies  in  American  Trade  Unionism,  Edited  by  Jacob  H.  Hol- 
lander, Ph.D.  and  George  E.  Barnett,  Ph.D.  New  York :  Henry 
Holt  &  Company,  1906— pp.  380. 

In  this  volume  Professor  Hollander  has  given  us  an  illustration 
of  the  method  of  work  which  he  advocated  for  the  study  of  dis- 
tribution at  the  meeting  of  the  American  Economic  Association  held 
in  Baltimore  in  1905.  He  has  undertaken  an  analytical  and  some- 
what extensive  study  of  a  series  of  typical  features  of  trade  union- 
ism. Excepting  for  the  introduction,  however,  no  part  of  the  book 
is  written  by  Professor  Hollander.  It  consists  of  a  collection  of 
eleven  essays,  two  of  which  are  by  Dr.  George  E.  Barnett,  the  others 
by  students  in  the  Department  of  Economics  of  Johns  Hopkins 
University.  The  method  of  investigation  is  indicated  in  Professor 
Hollander's  introduction.  The  initial  studies  were  upon  a  remark- 
able collection  of  trade  union  documents,  such  as  constitutions, 
journals,  etc.,  collected  at  the  University,  and  forming,  probably, 
the  most  complete  collection  to  be  found  anywhere  relating  to  trade 
unionism  in  the  United  States.  After  acquainting  himself  with 
what  material  was  available,  the  investigator  then  carried  on  field 
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work  in  certain  favorable  localities,  collecting  what  material  he 
could  on  the  spot,  and  gathering  as  much  evidence  as  was  available. 
The  resulting  essays  do  not  form  a  systematic  treatise  on  trade 
unionism.  The  first  impression  of  the  reader  is  rather  that  they 
lack  system,  and  yet  they  are  not  altogether  disconnected.  Three 
of  the  essays  deal  with  trade  union  structure,  as  illustrated  by  the 
Typographical  Union,  the  Cigar  Makers'  Union,  and  the  Iron 
Holders'  Union ;  certain  others  deal  with  the  primary  function 
of  trade  iniions.  collective  bargaining,  while  others  again  deal  with 
apprenticeship  and  trade  union  rules  and  benefit  features.  Finally 
in  the  last  essay  on  the  Knights  of  Labor  and  the  American  Fed- 
eration of  Labor,  the  most  important  examples  of  federated  union- 
ism are  described*  Trade  unionism  is,  however,  taken  in  its  broad- 
est sense,  and  one  chapter  is  devoted  to  employers'  associations  in 
the  United  States.  The  book  as  a  whole  is,  therefore,  a  collection 
of  material,  not  raw  material  by  any  means,  but  material  carefully 
sifted,  analyzed,  and  systematically  presented.  No  attempt  is  made 
to  pass  any  general  judgment  on  trade  unionism,  or  even  to  co-ordi- 
nate it  with  other  forms  of  social  organization  at  the  present  time. 
To  the  student  of  economic  institutions,  however,  the  book  not  otUy 
furnishes  a  careful,  impartial,  and  well  arranged  collection  of  facts^ 
but  it  also  furnishes  a  good  model  for  future  investigations,  many 
of  which  it  is  hoped  will  be  undertaken  on  similar  lines. 

H.  W,  F. 


Report  of  the  Special  Tax  Commission  of  the  State  of  New  York, 
Albany:  J.  B.  Lyon  Company,  1907 — pp.  v,  189, 

New  York  is  one  of  the  States  which  have  accomplished  the  first 
important  step  in  tax  reform;  viz.,  the  separation  of  State  and 
local  sources  of  revenue.  The  New  York  Tax  Commission  finds 
its  chief  problems  in  the  inadequacy  of  local  revenue,  the  inequality 
of  local  burdens,  and  the  relation  between  State  and  local  revenues. 
The  Commission  was  fortimate  in  having  among  its  members 
Professor  Seligman,  and  its  report  presents  a  valuable  discussion 
of  these  problems. 

The  complete  failure  of  the  general  property  tax  to  reach  per- 
sonal property^  with,  the  resulting  injustice  and  loss  of  revenue,  is 
recognized,  and  this  conclusion  is  supported  by  a  careful  statistical 
study  of  the  present  system  of  taxation  of  personal  property  for 
local  purposes.  The  commissioners  agree  that  the  personal  prop- 
erty tax,  in  its  present  form  at  least,  should  be  abolished. 
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While  commending,  in  the  main,  the  system  of  State  taxation, 
the  Commission  recommends  changes  to  remedy  certain  defects. 
The  present  inheritance  tax  is  levied  at  the  rate  of  one  per  cent, 
for  the  immediate  family  and  five  per  cent,  for  more  distant  rela- 
tives and  strangers.  The  Commission  recommends  an  intermediate 
rate  of  three  per  cent,  on  bequests  to  the  nearer  collateral  relatives. 
A  further  graduation  is  proposed,  based  on  the  amount  of  the 
bequest  and  obtained  by  successively  multiplying  the  "primary 
rates"  until  the  excess  over  one  million  dollars  would  pay  five  times 
the  rates  levied  on  the  smallest  bequests.  The  Commission  very 
properly  decides  to  base  this  second  graduation  on  the  amount  of 
the  individual  shares  rather  than  on  the  size  of  the  whole  estate. 
Such  an  inheritance  tax  should  put  New  York  abreast  of  Wisconsin 
and  California,  at  present  the  leaders  in  the  movement  toward 
vigorous  State  taxation  of  inheritances. 

As  to  New  York's  complicated  system  of  corporation  taxation, 
the  Commission  admits  that  it  has  been  unable  to  give  the  subject 
the  attention  that  it  deserves.  The  report  contains  only  a  few 
minor  recommendations  and  a  rather  cautious  suggestion  that  the 
Legislature  consider  the  advisability  of  abolishing  the  direct  local 
taxation  of  personal  property  of  corporations  and  of  basing  the 
State  tax  on  the  value  of  stocks  and  bonds,  instead  of  on  the 
capital  stock  alone  as  at  present.  These  are  certainly  wise  sug- 
gestions. The  same  may  be  said  of  the  recommendation  that  the 
stock  transfer  tax  be  amended  by  substituting  for  the  present 
unjust  flat  rate  of  two  cents  per  share  a  rate  of  two  cents  on  each 
hundred  dollars  of  market  value. 

In  order  to  assist  local  revenues,  the  report  proposes  that  a 
definite  share  of  State  taxes  be  assigned  to  localities,  and  also  that 
whenever  the  surplus  of  State  revenues  exceeds  ten  million  dollars 
the  excess  be  returned  to  the  local  divisions.  This  seems  a  rather 
clumsy  expedient  for  obtaining  elasticity  of  State  revenue.  In  the 
same  direction  is  the  proposal  that  land  owned  by  the  State  shall 
be  taxable  for  local  purposes. 

Thus  far  the  commissioners  are  practically  agreed.  But  when 
the  question  of  a  substitute  for  the  unworkable  personal  property 
tcx  arises,  the  Commission  is  unable  to  find  common  ground.  The 
familiar  inability  to  learn  the  lesson  of  history  and  experience  in 
matters  of  taxation  is  once  more  illustrated  in  the  supplemental 
report,  signed  by  seven  of  the  thirteen  commissioners,  which  asserts 
that  the  difficult)'  can  be  remedied  by  more  stringent  administra- 
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tion  of  the  general  property  tax.  Two  other  members  submit  a 
report  in  favor  of  an  income  tax.  A  third  report,  signed  by  three 
members,  of  whom  Professor  Seligman  is  one,  shows  the  objections 
to  the  income  tax  and  proposes  a  graduated  habitation  tax  as  a 
substitute  for  the  personal  property  tax. 

Tlie  appendix  contains  among  other  things  a  valuable  report  on 
the  tax  laws  of  Massachusetts,  Connecticut,  New  Jersey,  Pennsyl- 
vania, and  Ontario. 

FRED  ROGERS  FAIRCHILD* 
Yale  University. 

Report  of  the  Commission  an  Revenue  and  Taxation  of  the  State  of 
California.     Sacramento:    W,  W.  Shannon,  1906 — pp.  xii,  586, 

In  marked  contrast  with  New  York,  California  represents  a  State 
whose  tax  system  is  comparatively  primitive.  Adopted  fifty  years 
ago»  the  system  has  not  been  modified  to  keep  pace  with  modern 
conditions.  The  State  still  derives  three- fourths  of  its  revenue 
from  the  general  property  tax.  The  problem  in  California  is, 
therefore,  a  much  broader  one  than  was  presented  to  the  New  York 
Commission.  The  California  Commission  has  gone  into  the  whole 
subject  in  such  a  thorough  and  able  manner  that  its  report  might 
well  serve  as  a  text-book  in  State  and  local  taxation.  The  Com- 
mission enjoyed  the  valuable  services  of  Professor  Carl  C,  Plehn 
a^  expert  on  taxation  and  public  finance. 

The  Commission's  testimony  to  the  failure  of  the  general  prop- 
erty tax,  as  regards  both  revenue  and  justice,  simply  adds  so  much 
to  the  well-ntght  universal  experience  of  the  other  States*  The 
Commission  recommends,  first,  the  separation  of  the  sources  of 
State  and  local  revenue  by  having  the  State  give  up  the  general 
property  tax.  This  would  at  once  lighten  the  present  unjust 
burden  on  real  estate,  do  away  with  the  absurdities  of  equalization, 
and  leave  the  local  divisions  more  latitude  in  the  management  of 
their  own  finances.  In  order  to  accomplish  this  separation  an 
amendment  to  the  State  constitution  will  be  necessary.  To  com- 
pensate the  State  for  the  surrender  of  the  general  property  tax, 
tliree  new  taxes  are  proposed:  (i)  a  tax  on  the  gross  earnings  of 
railroads  and  other  public  service  corporations,  (2)  a  tax  on  the 
shares  of  capital  stock  of  all  banks,  at  one  per  cent,  of  the  book 
value;  that  is,  the  sum  of  the  paid  up  capital,  surplus,  and 
undivided  profits,  (3)  a  tax  of  one  per  cent,  on  the  assessed  value 
of  all  corporate  franchises  not  covered  by  the  two  preceding  taxes. 
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Perhaps  the  most  interesting  part  of  the  report  is  the  discussion 
of  the  tax  on  public  service  corporations.  In  spite  of  the  weight 
of  authority  on  the  side  of  the  tax  on  net  earnings,  the  Commission 
makes  out  a  strong  case  for  the  tax  on  gross  earnings.  Its  argu- 
ment is  based  on  the  admitted  simplicity  and  certainty  of  the  gross 
earnings  tax,  the  difficulty  of  evasion,  the  possibility  of  estimating 
it  in  advance,  etc.  Moreover,  on  the  net  earnings  basis,  a  corpora- 
tion would  pay  no  tax  if  it  had  no  net  earnings,  while  an  individual, 
who  is  taxed  on  his  property,  has  to  pay  whether  he  makes  a  profit 
or  not. 

In  applying  the  tax  on  gross  earnings  the  Commission  computes 
a  rate  for  each  class  of  corporations  which  is  intended  to  result  in 
a  tax  of  one  per  cent,  on  the  capitalized  value  of  the  corporation's 
net  earnings.  This  is  assumed  to  be  about  equal  to  the  burden 
borne  by  other  property  subject  to  the  direct  property  tax.  To 
compute  this  rate  it  is  necessary  to  ascertain  for  each  class  of 
corporations  the  prevailing  percentage  of  net  earnings  to  gross 
earnings.  With  this  ratio  determined  the  computation  is  simple. 
Thus  the  Commission  arrives  at  a  rate  of  between  four  and  five 
per  cent,  on  the  gross  earnings  of  railroads,  three  per  cent,  on  the 
gross  earnings  of  express  companies,  three  and  one  half  per  cent, 
for  telegraph  and  telephone  companies,  etc. 

Many  other  interesting  features  must  be  passed  over  for  lack 
of  space.  On  the  whole,  the  California  Commission  has  made  a 
most  valuable  contribution  to  the  literature  of  American  taxation. 

FRED  ROGERS  FAIRCHILD. 
Yale  University. 

Les  Droits  Legislatifs  du  President  des  Etats-Unis  d'Amcrique, 
Par  Henri  Bosc.     Paris,  1906 — pp.  viii,  286. 

It  is  a  difficult  matter  to  determine  what  part  the  executive  has 
played  in  American  legislation,  chiefly  because  the  President  influ- 
ences or  directs  legislation  largely  by  extra-constitutional  and  covert 
practices.  The  ways  of  committees  are  complex,  and  their  doings 
often  go  quite  unrecorded.  At  the  outset,  the  presidency  was 
planned  as  an  independent  department.  It  was  intended  that  the 
occupant  of  the  office  should  keep  his  hands  off  law-making.  He 
could,  however,  recommend  measures  to  Congress  by  messages, 
sent  on  such  occasions  as  he  might  choose.  Moreover,  he  was  given 
the  right  to  check  legislation  by  the  veto.  The  message  and  the 
veto  were  the  two  formal  and  visible  features  of  the  relationship 
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between  President  and  Congress.  Partly  in  connection  with  these 
there  grew  up  the  committee  system.  The  powers  of  the  Speaker 
as  a  party  director  gradually  came  into  importance.  With  the 
appearance  of  the  national  convention  for  nominating  candidates 
to  tlie  chief  magistracy,  a  working  basis  for  the  presidency  as  repre- 
senting popular  ideals  may  be  said  to  have  been  established.  The 
patronage  assumed  such  importance  tliat  it  became  quite  the  most 
inJluential  means  of  affecting  Congress,  Through  it  such  party 
leaders  as  Jefferson,  Jackson,  Cleveland,  and  McKinley  worked. 

It  is  interesting  to  find  a  foreigner  venturesome  enough  to  write 
a  monograph  that  involves  an  understanding  chiefly  of  covert  and 
extra-constitutional  practices.  In  the  volume  at  hand,  M.  Bosc  has 
made  a  study  of  the  working  executive  in  his  relations  to  Congress* 
Opening  his  study^with  what  will  certainly  impress  most  American 
readers  as  a  needlessly  long  introduction  which  sets  forth  die  ten- 
dencies leading  to  the  establishment  of  the  presidential  office,  the 
author  devotes  the  body  of  his  work  to  two  subjects:  first,  he  exam- 
ines the  machinery  of  the  executive  with  some  view  to  the  light  it 
may  throw  on  the  true  significance  of  the  message;  in  the  second 
place,  he  writes  of  the  veto  throughout  its  course  as  an  expression  of 
executive  influence  on  die  law-making  bodies.  While  M.  Bosc's  con- 
clusions are  not  very  striking  or  particularly  novel,  he  shows  famil- 
iarity with  much  of  the  better  writing  that  bears  upon  his  theme  and 
some  observation  of  Uie  more  recent  practices.  In  general,  he  detects 
large  executive  influence  over  tlie  law-making  department.  He  is 
impressed  by  the  power  Uiat  a  strong  party  leader  has  in  tiie  presi- 
dency for  manipulating  legislation  through  his  patronage,  by  really 
directing  committee  work  through  his  secretaries  or  tliiough  a 
friendly  Speaker.  He  probably  would  agree  that  Mr.  Roosevelt  has 
surpassed  all  his  predecessors  in  the  openness  and  directness  of  his 
procedure.  But  he  feels  dissatisfied  with  the  indefiniteness  in  the 
situation.  He  is  strongly  of  opinion  that  cabinet  members  should  be 
given  seats  in  Congress,  Consequently,  he  spends  a  chapter  on  the 
claims  to  consideration  of  die  Pendleton  bill  of  1881,  and  follows 
closely  the  reasoning  of  Mr  Gamaliel  Bradford. 

As  a  whole,  die  study  lacks  great  precision.  The  writer  makes 
quite  too  much  of  the  influence  of  Montesquieu*s  theory^  of  the 
division  of  powers  on  the  statesmen  of  the  Convention.  In  reality, 
tlie  colonial  features  of  government  tended  strongly  in  the  direction 
of  the  famous  division  before  Montesquieu  was  born,  and  would 
pnDbably  have  worked  themselves  out  as  they  did,  had  Montesquieu 
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and  Locke  never  written.  He  has  hardly  proved  his  point  of  view 
as  to  the  very  g^eat  influence  of  the  President  on  legislation  from 
specific  cases.  He  has,  however,  set  it  forth  intelligently  as  well 
as  decidedly. 

HENRY  BARRETT  LEARNED. 
Yale  University. 

Lectures  on  Early  English  History.  By  William  Stubbs.  Edited 
by  Arthur  Hassall.  London :  Longmans,  Green  &  Co.,  1906 — ^pp. 
viii,  391. 

The  scope  of  this  book  is  not  clearly  indicated  by  its  title,  for  the 
last  half  of  the  book  deals  with  medieval  England,  mainly  from  the 
comparative  point  of  view,  so  that  the  history  of  other  European 
states  is  discussed  at  considerable  length.  This  part  of  the  book  is 
of  a  more  general  and  popular  nature,  but  of  less  value.  The  first 
part  is  confined  more  strictly  to  early  English  history,  and  consists 
mainly  in  detailed  discussion  of  documents  of  the  Norman  period, 
and  contains  more  that  is  original  and  valuable. 

The  chief  value  lies  not  only  in  this  commentary  on  documents, 
which  is  full  of  valuable  criticism  and  suggestion,  but  in  the  light 
thrown  on  the  author's  method  and  general  point  of  view.  Its  value, 
however,  is  conditioned  by  the  time  of  delivery,  by  the  lack  of  date, 
and  by  the  lack  of  editing.  The  lectures,  as  they  stand,  do  not  repre- 
sent the  author's  final  point  of  view ;  much  has  come  out  since  they 
were  first  written ;  and  there  is  no  indication  of  the  points  on  which 
recent  scholarship  has  reached  a  different  conclusion.  But  the  val- 
uable part  of  the  book,  which,  as  we  have  said,  consists  largely  in 
the  information  given  on  points  of  detail,  is  made  accessible  by  a 
good  index. 

C.  H.   WALKER. 
Yale  University. 
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The  Twenty- fourth  Annual  Report  of  the  Bureau  of  American 
Ethnology  (for  1902-1903;  Washington,  1907 J  contains  the  usual 
report  of  the  Director,  including  a  sketch  of  the  late  Head,  J.  W, 
Powell,  who  died  in  1902.  The  volume  is  devoted  mainly  to  the 
accompanying  paper,  which  is  upon  tlie  Games  of  the  Nortli 
American  Indians^  by  Stewart  Culin.  The  subject  is  very  fully 
treated  and  is  abundantly  illustrated  by  twenty-one  plates  and  over 
eight  hundred  figures.  The  author  notes  the  usual  character  of 
primitive  games:  they  are  those  of  chance  and  of  dexterity, 
including  none  that  call  for  such  skill  and  calculation  as  does,  for 
example,  chess. 

The  "Digest  of  City  Charters/'  prepared  under  the  direction 
of  the  Chicago  Charter  Convention  by  A.  R.  Hatton  of  the  Uni- 
versity of  Chicago,  is  an  admirable  piece  of  work,  which  gathers 
together  in  one  volume  of  351  pages  most  valuable  infonnation 
which  otherwise  the  special  student  of  municipal  government,  or 
the  framers  of  new  charters,  would  have  to  search  through  many 
volumes  to  obtain.  It  is  in  no  sense  a  book  for  popular  reading, 
and  the  average  man  would  find  it  bewildering.  But  the  special 
student  of  the  subject,  after  using  it,  will  feel  a  deep  sense  of 
gratitude  to  the  author  for  his  scholarly  and  systematic  labors.  Its 
scope  includes  the  United  States,  and  Canada,  Great  Britain,  Con- 
tinental Europe  and  part  of  Australia.  The  four  main  divisions  of 
the  book  are  (i)  the  relation  of  the  city  to  the  State,  (2)  the  part 
of  the  people  in  municipal  government,  (3)  the  city  council,  (4) 
the  city  executive*  Under  each  head  the  matter  is  well  digested 
and  admirably  arranged,  so  tliat  the  book  is  fairly  easy  to  consult, 
although,  for  lack  of  time,  as  the  author  explains,  it  as  yet  lacks 
that  indispensable  adjunct,  an  index. 

** Municipal  Government  of  the  City  of  New  York,"  by  Abby  G. 
Baker  and  Abby  H.  Ware  {Boston,  Ginn  &  Co.),  is  an  excellent 
text  book,  evidently  prepared  to  carry  out  the  efforts  of  The 
National  Municipal  League  to  promote  the  teaching  of  municipal 
government  in  schools  and  colleges.  It  was  written  especially  for 
the  highest  grades  of  the  New  York  grammar  schools,  but  its 
pleasing  style  makes  interesting  reading  for  adults,  who  would  learn 
much  by  a  careful  perusal.  The  historical  part  is  treated  with 
sufficient  attention,  but  in  the  main  it  is  a  comprehensive  description 
of  the  government  of  tlie  metropolis,  as  it  exists  to-day.    At  the 
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end  of  each  chapter  are  summaries  of  the  contents  which  are 
helpful  to  the  memory,  while  the  admirable  illustrations,  200  in 
number,  make  the  book  peculiarly  attractive  to  a  pupil  who  may 
at  first  find  the  subject  distasteful. 

James  O.  Pierce's  "Studies  in  Constitutional  History"  (Minne- 
apolis, H.  W.  Wilson  Co.,  1906)  discusses  in  a  clear  and  interesting 
way,  and  with  a  deep  conviction  that  the  hand  of  an  "Overruling 
Providence"  can  be  detected  in  the  development  of  our  country, 
various  important  constitutional  questions  from  1776  to  the  present. 

"The  Princes  of  Achaia  and  the  Chronicles  of  Morea,  a  Study 
of  Greece  in  the  Middle  Ages,"  by  Sir  Rennell  Rodd,  in  two 
volumes  (London,  Arnold,  1907;  N.  Y.,  Longmans,  Green  &  Co.), 
is  a  book  whose  worth  and  dignity  entitle  it  to  a  more  extended 
appreciation  than  can  be  given  in  the  pages  of  this  Review.  Any- 
one who,  like  the  writer  of  the  present  notice,  has  had  to  toil 
through  Hopf's  pages  in  Ersch  and  Gruber,  and  has  sought  to 
collect  and  to  utilize  the  scattered  chronicles  of  medieval  Greece, 
knows  how  great  is  the  debt  which  English  readers  owe  to  the 
distinguished  author  for  his  scholarly  labors.  Beginning  with  the 
events  of  the  fourth  Crusade,  which  established  princes  from  west- 
ern Europe  among  the  scenes  of  old  Greek  culture,  he  follows  the 
fortunes  of  the  feudal  principalities  through  their  adventurous 
career,  and  closes  his  narrative  with  the  Greek  restoration  of  the 
fifteenth  century.  Some  of  the  most  remarkable  episodes  of 
medieval  history  are  comprised  in  the  period  of  two  centuries  which 
the  history  covers.  No  writer  of  fiction  could  imagine  wilder  stories 
than  those  told  by  Villehardouin  of  the  Fourth  Crusade,  and  by 
Ramon  Muntaner  of  the  Catalan  Company,  "The  conquering  host  of 
the  Franks  in  Romania."  The  author  has  employed  such  leisure  time 
as  his  diplomatic  life  allowed  him  for  years  past  (he  was  appointed 
attache  at  Athens  first  in  1888),  to  collect  and  study  the  authorities 
on  the  history  of  medieval  Greece;  he  has  shown  excellent  dis- 
crimination in  analyzing  his  sources  of  information;  and  has  con- 
structed from  them  a  story  full  of  life  and  color.  The  reader 
can  feel  but  one  regret,  that  the  author  was  forced  to  abandon  his 
early  plan  of  describing  also  the  course  of  Venetian  rule  in  the  Greek 
world.  Of  the  several  parties  to  the  Fourth  Crusade  and  the  parti- 
tion following,  most  belonged  to  the  past;  the  Papacy,  the  Greek 
Empire,  feudalisip  itself,  were  all  in  their  period  of  decline.  Venice 
alone,  representing  commercialism,  was  the  power  with  a  future, 
and  the  full  significance  of  the  period  appears  only  as  the  fortunes 
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of  Venice  are  brought  into  contrast  with  those  of  her  rivals  ia  the 
struggle  for  existence.  Perhaps  we  may  still  hope  that  Sir  Rennell 
Rodd  will  find  time  and  opportunity  to  continue  the  work  of  Heyd 
and  others  on  the  history  of  Venice  in  the  Eastern  Mediterranean. 

In  a  volume  of  the  American  Social.  Progress  Series,  President 
Hadley  publishes  *'Standards  of  Public  Morality"  (Macmilian, 
1907) »  five  lectures  delivered  on  the  John  S-  Kennedy  Foundation 
in  the  School  of  Philanthropy  conducted  by  die  Charity  Organiza- 
tion Society  of  New  York  City.  Some  fifteen  years  ago  President 
(then  Professor)  Hadley  published  in  the  first  volume  of  this 
Review  two  articles  on  "Ediics  as  a  Political  Science/'  in  which 
he  emphasized  the  close  connection  of  subjects  which  have  ordinarily 
been  studied  and  taught  as  separate  disciplines.  Since  then  he  has 
not  ceased  to  insist  on  the  necessity  of  viewing  the  great 'questions 
of  to-day  from  the  ethical  as  well  as  the  economic  and  poiitical 
standpoints,  and  the  present  volume  shows  again  the  fruits  of  his 
method.  The  formation  of  public  opinion,  the  ethics  of  trade,  the 
ethics  of  corporate  management,  the  workings  of  our  political 
machinery,  the  political  duties  of  the  citizen;  such  are  the  bare  titles 
of  the  topics  that  he  covers. 

The  "Centraal  Bureau  voor  Sociale  Adviezen"  has  begtm  the 
publication  of  a  series  of  studies  entitled  *'Kleimndustrieen  ten 
Flatten  Lande,"  describing  conditions  in  the  country  industries  of 
the  Netherlands.  The  first  study,  by  Mr,  E,  M,  Meijers  (Zwolle, 
1906),  is  a  pamphlet  of  some  seventy  pages,  containing  besides  a 
general  introduction  to  the  series,  a  description  of  the  manufacture 
of  mattings  in  the  northern  part  of  OverijsseL  The  little  book  is 
an  admirable  piece  of  work.  It  traces  the  technical  processes, 
from  the  cultivation  of  the  rushes  which  form  the  raw  material 
of  tile  industry,  to  tlie  weaving  which  makes  the  matting  ready  for 
the  market;  it  describes  the  organization  of  the  manufacture  and 
trade  in  mattings;  it  discusses  the  conditions  of  labor,  and  the 
possibility  of  effecting  an  improvement  in  them.  A  feature  of  the 
pamphlet  worthy  of  special  commendation  is  the  photographic 
reproduction  of  characteristic  scenes  of  the  matting  industry. 

Among  the  recent  publications  of  the  United  States  Department 
of  Agriculture,  bulletin  42  is  a  valuable  contribution  to  the  literature 
upon  the  wheat  industry.  In  a  monograph  of  103  pages  entitled 
'"Russia's  Wheat  Surplus,"  Dn  L  M,  Rubinow,  economic  expert 
in  the  division  of  Foreign  Markets,  presents  a  report  concerning  the 
growth  of  the   "king  of  cereals"    in  Russia.     Such  topics  as  the 
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physical  conditions  of  soil  and  clipiate,  ownership  of  land,  agricul- 
tural methods,  cost  of  production,  distribution  of  the  wheat  areas, 
yield  per  acre,  etc.,  are  clearly  discussed.  Special  attention  is 
given  to  the  "actual  and  potential"  export  of  wheat  from  Russia 
to  the  great  markets  of  Europe,  as  also  to  the  competition  it  now 
gives  or  may  be  expected  to  give  to  the  wheat  and  flour  exports  of 
the  United  States.  This  bulletin  is  one  of  a  series,  already  pre- 
pared or  in  process  of  preparation,  in  which  a  study  is  ifaade  of  the 
principal  competitors  of  the  United  States  in  the  matter  of  the 
disposal  of  surplus  farm  products. 

"A  History  of  the  American  Whale  Fishery,"  by  Walter  S. 
Tower  (  University  of  Pennsylvania  Publications,  1907),  is  intended 
to  give  a  comprehensive  review  of  the  origin  and  development  of 
the  whaling  industry  from  colonial  times  to  the  present.  The 
volume  has  its  particular  value  in  the  fact  that  it  is  the  only  com- 
plete history  of  its  kind  both  as  regards  time  and  treatment.  As 
the  author  pointed  out,  the  latest  work  on  the  subject  in  question 
appeared  in  1876  but  the  discussion  was  superficial,  especially  of 
the  whole  period  after  1815.  The  present  writer,  unlike  his  prede- 
cessors, g^ves  his  work  an  economic  bearing.  Moreover,  the  social 
influence  of  this  once  important  but  now  practically  extinct  enter- 
prise is  clearly  presented.  An  appropriate  setting  is  given  to  the 
early  American  industry  by  a  chapter  on  the  origin  of  whaling  in 
Europe. 
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COMMENT. 

^Hndamental  Cause  of  the  Panic;    Nezv  Problem  of  Internal 
Waterways;   Scientific  Legislation  in  Wisconsin. 

THE  recent  sensational  events  in  Wall  Street  have  been  the 
occasion  of  a  great  deal  of  discussion  as  to  the  present 
soundness  or  unsoundness  of  the  industrial  and  commercial 
world,  and  as  to  the  causes  which  have  precipitated  so  sharp 
and  sudden  a  panic.  Among  the  causes  assigned  have  been  the 
character  of  the  speeches  of  President  Roosevelt  and  of  Gov, 
Hughes,  the  evils  of  '* frenzied  finance/'  the  organization  and 
promotion  of  trusts  with  their  "undigested  securities"  and  their 
arbitrary  eflfect  on  prices,  and  the  particular  characteristics  of  the 
individuals  and  firms  who  have  failed. 

While  undoubtedly  some  of  these  factors  have  had  an  influence 
on  the  result,  they  have  been  merely  precipitating  causes  and  are 
of  far  less  importance  than  the  causes  which  have  for  years  been 
making  ready  for  present  conditions^  We  refer  to  the  progress- 
ive rise  in  prices  due  undoubtedly  to  the  increasing  supplies  of 
gold. 

If  we  turn  back  to  the  records  of  the  early  fifties  and  sixties, 
we  shall  find  the  same  phenomena  of  rapidly  rising  prices,  enor- 
mous stimulation  of  trade,  gradually  rising  rate  of  interest, 
strikes  by  workingmen  the  purchasing  power  of  whose  wages 
was  falling,  expansion  of  credit,  and  a  crisis  which  in  1857 
interrupted  the  otherwise  steady  movement  of  prices.  Then,  as 
now,  few  if  any  business  men  realized  that  a  rise  in  prices  not 
only  makes  an  important  disturbance  for  those  with  fixed  salaries 
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and  receipts,  and  affects  profoundly  the  relation  between  debtors 
and  creditors,  but  that  it  gradually  affects  the  rate  of  interest. 

It  has  been  generally  believed  that  an  increased  supply  of 
money  would  tend  to  lower  the  rate  of  interest.  Although  it  is 
true  that  an  increased  supply  of  money  to  lend  will  tend  to  reduce 
the  rate  of  interest,  it  is  not  true  that  a  mere  general  increase  in 
the  supply  of  money  m  circulation  will  have  that  effect.  The 
truth  is  that  as  money  becomes  more  plentiful  and  its  purchasing 
power  decreases,  it  becomes  necessary  for  the  lender  to  recoup 
himself  for  the  gradually  sinking  principal  by  increasing  the  rate 
of  interest 

It  would  be  better  for  the  business  world  if  the  readjustment 
of  the  rate  of  interest  could  take  place  more  promptly,  and  it 
IS  probable  that  such  an  adjustment  might  be  brought  about  if 
those  who  make  up  commercial  circles  were  aware  that  such  an 
adjustment  must  sooner  or  later  come  about.  Owing  to 
their  conservatism,  rates  of  interest  like  all  other  terms  of  com- 
merce are  only  slowly  changed. 

The  common  notion  that  the  rates  of  interest  were  down  to 
stay  has  operated  to  prevent  borrowers  from  being  willing  to 
accept,  or  lenders  to  require  any  considerable  rise  in  the  rate 
of  interest.  In  many  cases  banking  institutions  maintain  a  fixed 
rate  from  year  to  year,  with  almost  scornful  disregard  of  market 
conditions. 

It  is  clear  that  if,  as  is  now  the  case,  the  purchasing  power 
of  money  is  depreciating  to  the  extent  of  something  like  four 
per  cent,  per  annum,  this  amount  would  need  to  be  added  to  the 
rate  of  interest  in  order  fully  to  compensate  for  the  change.  The 
effect  would  be  to  bring  the  rate  of  interest  up  to  something  like 
seven  or  eight  per  cent.  And  yet,  in  spite  of  the  gradual  rise 
in  the  rate  of  interest  during  the  last  year,  there  are  feW  con- 
tracts that  have  been  put  on  so  high  a  basis. 

As  usually  happens  in  such  cases,  those  who  find  themselves 
in  difficulties  lay  the  blame  on  the  wrong  factor.  Those  who 
have  been  financing  large  enterprises  find  themselves  unable  to 
repay,  and  complain  of  the  high  rates  of  interest  which  they 
now  encounter  in  renewing  their  loans.    The  trouble,  however, 
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is  not  that  the  rate  of  interest  is  high^  but  that  it  had  not  already 
been  high  enough  to  prevent  men  from  embarking  on  unprofit- 
able ventures.  While  it  is  true  that  deposits  of  loanable  funds 
from  the  government  and  individuals  are  at  the  pr^ent  moment 
a  benefit,  generally  speaking,  the  situation  would  have  been 
improved  during  the  last  few  years  had  the  rate  of  interest  been 
higher  than  it  was.  The  fact  that  it  was  not  higher  led  to 
speculative  enterprises  and  put  off  the  evil  day  of  reckoning, 
which  must  always  come  when  men  wake  from  their  dream  and 
realize  that  they  have  left  out  of  their  calculations  a  general  rise 
in  prices. 

We  believe  therefore  that  the  fundamental  factor  in  the  situ- 
ation  is  that  the  business  world  has  not  forecast  the  general 
rise  in  prices.  As  this  general  rise  goes  on  steadily,  it  necessarily 
confounds  all  predictions  which  have  been  based  upon  the  belief 
in  relatively  steady  prices.  Many  who  have  pltinged  into  specu- 
lative ventures  find  that  their  expenses,  especially  for  interest, 
have  unexpectedly  risen  and  have  begun  to  withdraw  from  their 
ill-fated  enterprises.  The  result  has  necessarily  been  to  involve 
many  firms  in  financial  difficulties.  We  are  entering  upon  a 
commercial  crisis,  and  if  our  analysis  is  correct  the  effect  will 
not  be  confined  to  New^  York  City  nor  this  country. 

A  few  years  ago  there  was  much  complaint  that  the  value  of 
money  was  rising,  and  Mr,  Bryan  and  his  party  were  clamoring 
for  a  change  in  the  standard  which  would  produce  a  rise  in  prices. 
In  a  sense  their  wishes  have  been  fulfilled,  for  gold  unexpectedly 
turned  from  appreciation  to  depreciation.  As  a  consequence  we 
have  had  experience  with  the  stimulation  of  business  and  the 
glittering  appearance  of  prosperity  which  a  rise  in  prices  at  first 
produces* 

The  time  must  come  when  the  business  world  will  take  up  in 
earnest  the  subject  of  a  stable  standard  for  debt%  and  seek  to 
prevent  the  ebb  and  flow  in  the  value  of  money  which  is  able  to 
produce  the  far-reaching  evils  alternately  of  contraction  and 
inflation.  There  is  perhaps  no  problem  in  the  commeraal  and 
industrial  world  which  can  compare  in  importance  with  this  prob- 
lem of  a  stable  standard  of  value.    But  as  yet  only  an  insignificant 
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minority  of  those  affected  by  fluctuations  in  the  value  of  money 
are  aware  that  such  a  problem  exists. 

The  subject  of  improving  our  inland  waterways  seems  des- 
tined to  receive  renewed  attention  in  the  immediate  future,  and 
to  be  viewed  in  a  light  quite  different  from  that  under  which  it 
has  hitherto  been  regarded.  For  a  generation  and  more,  water- 
ways in  this  country  have  been  looked  upon  as  the  natural  com- 
petitors of  the  railroads.  The  strongest  argument  for  their 
improvement  has  been  rather  the  effect  they  would  have  in  r^^- 
lating  and  reducing  railway  rates,  than  in  actually  diverting 
traffic  from  the  railways.  Now,  however,  there  appears  to  be 
a  disposition  to  regard  them  as  a  means  of  supplementing  and 
assisting  the  railroads  instead  of  competing  with  them.  Not  the 
least  significant  feature  of  this  remarkable  change  in  public 
opinion  is  the  fact  that  the  man  whose  words  have  done  most 
to  produce  it  is  perhaps  the  leading  railroad  manager  in  the 
country.  The  cause  of  this  change  of  attitude  toward  the  water- 
ways, both  on  the  part  of  railroad  men  and  the  general  public, 
is  of  course  the  enormous  increase  of  traffic  which  has  outrun  the 
capacity  of  the  railroads  to  handle.  While  these  conditions  con- 
tinue, this  new  relation  of  railways  and  waterways  will  continue, 
but  it  can  hardly  be  considered  permanent.  Sooner  or  later 
capital  enough  will  be  found  to  enlarge  the  capacity  of  the  rail- 
roads to  meet  the  volume  of  traffic,  and  when  that  time  comes, 
competition  between  railways  and  waterways  will  begin  again. 
The  question  of  most  importance  to  consider,  therefore,  in  con- 
nection with  this  subject,  is  not  whether  waterways  can  be  profit- 
ably developed  as  a  means  of  helping  the  railroads  out  of  their 
present  difficulty,  but  whether  the  conditions  of  competition  in 
the  future  are  likely  to  be  different  from  those  in  the  past,  so 
that  the  investment  of  labor  and  capital  in  waterways  will  prove 
as  economical  and  profitable  as  in  railroads.  In  other  words, 
will  the  waterways  stand  any  better  chance  during  the  next 
generation  of  sharing  in  our  vast  internal  commerce  than  they 
have  in  the  last? 

In  one  respect  the  conditions  of  competition  are  likely  to  be 
much  more  favorable  to  the  waterways  in  the  future.  The  rapid 
building  of  railroads  in  this  country  between  1850  and  the  end 
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of  the  eighties  resulted  in  the  creaticm  of  a  railway  net,  whose 
capacity  for  carr^^ing  traffic  was  vastly  in  excess  of  what  the 
country  had  to  furnish.  Almost  every  railroad  was  in  the  posi- 
tion of  being  able  to  increase  its  traffic  without  increasing  its 
fixed  charges.  The  only  considerable  expense  which  additional 
traffic  involved  was  in  operating  expenses,  and  of  course 
any  additional  traffic  which  could  be  called  into  existence  or 
attracted  from  other  railroads  or  waterways  by  rates  that  would 
cover  these  expenses  and  anything  more  was  eagerly  sought. 
The  result  was  more  severe  competition  in  the  transportation 
industry  here  in  ^\nierica  than  in  any  other  industry  anywhere  in 
the  world.  Against  this  competition  the  waterways  of  the 
country  have  been  powerless  to  make  any  headway  j  and  it  is 
easy  to  see  why.  With  numerous  railroads  either  running  par- 
allel with  them  or  to  competitive  markets,  willing  and  able  to 
carry  traffic  at  rates  that  represented  only  a  portion  of  the  cost  of 
the  service,  they  could  not  hold  the  few  kinds  of  traffic  which  th^ 
were  fitted  to  carry.  In  the  future  all  this  is  likely  to  be  changed. 
The  railroads  have  now  no  great  investment  of  capital  in  roadbed^ 
and  terminal  facilities,  which  are  not  fully  utilized.  To  take 
on  additional  traffic  they  must  secure  a  rate  for  carrying  it, 
not  only  sufficient  to  cover  operating  expenses,  but  also  to  pay 
interest  on  the  enormous  capital  necessary  to  rebuild  and  reequip 
their  roadbed  and  enlarge  their  terminal  facilities;  The  rail- 
roads in  the  future  are  never  likely  to  be  in  a  position  to  offer 
such  low  rat^  for  the  additional  traffic  they  can  attract  from 
the  waterways  as  they  have  been  in  the  past.  This  circumstance 
rather  than  the  great  volume  of  tonnage  on  the  German  rivers 
or  through  the  **Soo''  Canal,  so  often  cited,  affords  reasonable 
ground  for  thinking  that  waterways  may  play  an  important  part 
in  the  transportation  system  of  the  country  in  the  future* 

An  article  appears  below  on  the  work  of  the  Wisconsin  Legis- 
lative Reference  Library  by  one  of  its  staff.  This  new  movement 
is  in  many  ways  the  most  interesting  experiment  that  has  been 
made  in  the  field  of  practical  politics  in  recent  years  and  deserves 
an  additional  word  of  comment. 

An  observing  visitor  to  Madison,  especially  if  himself  an  East- 
erner, is  at  once  struck  with  an  interesting  and  novel  spectacle. 
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In  the  central  square  stands  the  State  House  and  at  die  edge 
of  the  city  looms  the  University  "on  the  hill,"  but  instead  of 
these  two  institutions  representing  two  conflicting  ideals,  gazii^ 
at  each  other  with  mutual  aloofness  or  scorn,  we  find  the  inter- 
vening avenue  a  highway  of  sympathetic  intercourse  between 
them.  The  legislator,  perplexed  with  the  intricacies  of  legal 
and  economic  problems  which  confront  him,  turns  naturally  to 
the  university  as  a  storehouse  of  available  knowledge  of  past 
experiments  and  present  needs.  The  academic  scholar,  so  far 
as  the  subjects  of  hb  study  permit,  looks  toward  the  State  House 
as  the  field  wherein  his  labors  will  bear  the  fruit  of  increased 
social  welfare  and  higher  social  standards. 

To  a  certain  extent  this  may  be  the  result  of  the  university's 
position  as  a  State  institution.  As  a  salaried  official  of  the 
government  the  scholar  may  feel  a  more  direct  call  to  apply  his 
knowledge  to  the  public  service;  as  the  voter  of  handsome 
appropriations  from  the  public  revenues  the  legislature  may  feel 
a  keener  anxiety  to  see  that  the  state  receives  a  more  immediate 
and  tangible  return  for  its  money  than  the  general  education 
of  -its  young  men  and  women.  But  deeper  than  any  such  quid 
pro  quo  motives  lies  a  common  motive  to  public  service  and  the 
recognition  of  common  rather  than  diverse  aims,  bringing 
about  a  genuine  approach  to  that  cooperation  of  the  men  who 
do  and  the  men  who  think,  which  is  of  such  great  importance 
for  the  proper  solution  of  any  social  problem.  It  is  an  admirable 
spectacle  and  one  full  of  promise. 

The  chief  connecting  link  between  the  two  is  found  in  the 
Legislative  Reference  Library.  Under  this  modest  name  and 
starting  from  modest  beginnings  Mr.  Charles  McCarthy  has 
built  up  a  department  of  unique  interest.  His  conviction  was 
that  the  great  majority  of  l^slators  are  honest  and  mean  to 
serve  honestly  the  interests  of  the  people  whom  they  represent; 
but  that  on  the  other  hand  they  are  ignorant  of  the  problems  with 
which  they  have  to  deal,  and  inexperienced  in  legislative  pro- 
cedure, since  it  is  the  American  practice  to  change  the  personnel 
of  the  legislature  at  each  election.  This  double  ignorance  either 
leads  the  legislator  into  bungling  law-making  which  proves  use- 
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less  or  hamifu],  or  makes  him  the  prey  of  the  crafty  lobbyist, 
whose  power  \\^  less  in  the  size  of  his  cash-roll  than  in  his 
superior  knowledge  and  skill.  The  solution  seemed  to  lie  in 
providing  a  source  of  accurate  and  unbiased  information  for  the 
i^'slator  both  as  to  the  kind  of  law  he  wanted  and  as  to  the 
way  in  which  to  get  his  real  purposes  into  statute  form,  A  small 
appropriation,^ — too  small  to  tempt  the  ordinary  politician^ — ^was 
available.  The  idea  was  active  in  the  mind  of  an  enthusiast 
who  combined  conviction  and  tact  in  unusual  degree.  The 
experiment  was  started,  proved  itself  under  the  test,  and  grew 
to  its  present  dimensions. 

The  object  of  this  department  is  to  secure  from  all  sources 
any  information  that  will  throw  light  on  a  prospective  piece 
of  legislation,  including  especially  facts  regarding  similar  legis- 
lation in  all  other  states  and  coomtries-  This  information  must 
be  so  digested  and  arranged  as  to  be  both  clearly  intelligible  and 
sufficiently  condensed  for  the  use  of  the  busy  legislator.  Here 
the  university  serves  two  pnrp>oses.  In  the  first  place  its  pro- 
fessors are  constantly  at  the  service  of  the  legislator  whether 
the  knowledge  sought  is  in  the  field  of  law,  history,  economics, 
chemistry,  mechanics,  hygiene,  or  agriculture.  In  the  next  place 
its  graduate  students  are  drilled  in  the  very  work  of  research 
and  tabulation  of  material  which  is  essential  to  the  reference 
library,  constantly  cooperate  with  it  and  furnish  many  experts 
to  its  staff.  The  work  of  this  body  is  three- fold:  (i)  the 
^^comparative,"  which  includes  the  gathering  of  laws  and  cases 
from  all  outside  jurisdictions  regarding  any  proposed  piece  of 
l^slation;  (2)  the  critical,  wiiich  consists  of  securing  critical 
information  regarding  the  working  of  such  laws  including  in 
addition  to  printed  material  a  great  collection  of  personal  letters 
from  those  who  have  been  able  to  watch  their  operation;  (3)  the 
constructive,  which  consists  of  scientific  drafting  of  bills  by 
expert  and  impartial  Iav^yers»  aiming  to  secure  the  real  results 
desired  and  to  avoid  the  errors  or  loopholes  of  similar  legislation 
elsewhere. 

The  scheme  must  appeal  to  sensible  men  everywhere  as 
a  most  interesting  solution  of  many  legislative  problems.     To 
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many  it  will  seem  too  good  to  be  practical.  If  anything  so  good 
will  work,  why  isn't  it  univ^ally  adopted  ?  Now  the  important 
thing  about  the  whole  matter  is  that  in  Wisconsin  it  does  work, 
and,  to  tmderstand  its  working,  it  is  necessary  to  appreciate  the 
importance  of  the  personal  element  of  the  problem.  Probably 
die  Wisconsin  legislature  is  more  open  to  such  movements,  and 
less  suspicious  of  sinister  motives,  than  some  l^slatures  farther 
east,  but  more  important  has  been  the  personality  of  the  father 
of  the  movement.  Mr.  McCarthy  combines  with  a  native  integ- 
rity and  energy  the  technical  training  of  a  scholar  (he  is  himself 
a  member  of  the  university  faailty),  and  what  is  more  important, 
an  instinct  for  practical  politics  which  is  apparently  a  natural 
part  of  the  Hibernian  birthright  What  the  l^slators  came  to 
trust  first  was  not  the  institution  but  the  man,  and  what  the 
lobbyist  who  tried  to  conceal  the  negro  in  the  woodpile  came 
to  fear  was  not  so  much  an  array  of  filing  cases  and  a  corps 
of  cataloguers,  as  the  growing  tendency  to  go  upstairs  and  "see 
what  Mac  has  to  say  about  it"  A  sufficient  appropriation  will 
provide  a  well  of  pure  information  in  any  statehouse;  the  prob- 
lem is  to  induce  the  average  law-maker  to  drink  of  it.  This 
was  accomplished  through  tact  and  good-sense  including  a  com- 
plete absence  of  officiousness,  advertisement,  or  any  attempt  to 
pour  the  good  water  down  unwilling  throats. 

It  often  happens,  however,  that  a  new  method  which  depends 
in  its  experimental  stage  on  some  one  person's  individuality, 
achieves  a  stability  through  its  inherent  efficiency.  This  seems  to 
be  the  case  in  Wisconsin,  where  the  institution  has  come  to  stay, 
and  this  is  the  feature  that  is  particularly  encouraging  for  its 
adoption  elsewhere.  Already  many  states  have  sent  to  the  Wis- 
consin Legislative  Library  for  men  trained  there  to  inaugurate 
similar  systems.  Much  still  depends  on  the  character  of  the  men 
who  undertake  such  new  enterprises,  but  with  a  successful 
example  now  firmly  established,  it  is  not  too  much  to  hope  that 
the  efficiency  of  the  new  device  will  make  its  own  appeal,  and 
that  a  radical  and  general  change  for  the  better  will  make  itself 
felt  throughout  the  field  of  State  legislation. 
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UNEARNED  increment  and  means  of  reaching  it  by  taxa- 
tion have  long  been  favorite  subjects  for  discussion  among 
economists  and  students  of  public  finance.  Frequently  the  jus- 
tice of  such  schemes  is  sharply  attacked,  and  many  practical 
objections  are  urged  against  them,  as,  for  instance,  the  extreme 
vagueness  of  the  concept  of  unearned  increment,  the  great 
variety  of  forms  in  which  it  appears,  the  consequent  difficulty 
of  proper  assessment,  the  absence  of  popular  demand  for  fiscal 
measures  of  this  sort,  and  so  on.  With  regard  to  certain  kinds 
of  unearned  increment  doubtless  these  difficulties  will  prove 
insurmountable  for  a  considerable  time  at  least,  but,  on  the  other 
hand,  the  recent  rapid  development  in  Germany  of  the  so-called 
Wertzuwachssteuer^  proves  pretty  conclusively  the  practicability 
of  tapping  the  unearned  increment  on  land.  The  novelty  of  the 
principle  involved,  the  extended  literature  that  has  already  sprung 
from  its  discussion,^   the  variety  and  comparative  value  of  the 

^Literally,  '^increaie  of  value  tax."  Unearned  increment  tax,  however, 
seems  closer  to  the  English  idiom, 

*Two  excellent  systematic  treatises  have  appeared:  Robert  Brunhuher's 
Di€  WcrtsHUHi€hsst€U€r,  Zur  Praxis  und  Thcarie,  (Jena,  G,  Fischer,  1906,  118 
PPO  ;  and  Karl  Kumpmann's  Die  tVertsuwachsstcutr  {Tiibingcn,  H,  Laupp, 
tg07t  IH  PP'i  Erganzungsheft  XXIV,  Ztschr,  f.  d.  ges,  Staatswissenscha(t)* 
The  two  volumes  of  the  Jahrbuch  der  Bodcnr^form  issued  by  A.  Damaschke 
(Jena,  Gustav  Fiicher,  1905,  igo6*  330  pp,  each)  contain  several  valuable  essays 
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forms  it  has  assumed,  and,  finally,  the  possibility  of  adapting  it 
to  American  conditions  should  justify  a  brief  discussion  of  the 
subject. 

Curiously  enough  the  first  practical  application  of  the  new 
principle  to  land  taxation  was  made  by  the  Navy  Department 
of  the  German  Imperial  Government.  Shortly  after  the  seizure 
of  Kiao  Chau  in  1897,  the  admiral  in  charge  caused  a  careful 
investigation  to  be  made  of  land  rentals,  prices,  and  tenures  in 
the  territory  under  his  control.  By  the  payment  to  native  holders 
of  twice  the  amount  of  their  annual  land  tax  the  government 
secured  an  exclusive  option  to  purchase  later,  at  prices  prevailing 
at  the  time  of  seizure,  any  land  it  might  desire  within  the  limits 
of  the  colony.  Extensive  tracts  suitable  for  city  and  harbor 
building  were  then  bought  in,  and  on  September  2,  1898,  a 
thorough-going  land  and  tax  ordinance  was  promulgated,  with 
regard  to  which  all  that  need  be  said  here  is  that  it  provided  for 
a  tax  of  33^  per  cent,  on  the  increase  of  value,  apart  from 
improvements,  of  land  sold  by  the  government  to  private  parties.* 
The  purpose  behind  all  this  procedure  was  to  prevent  speculators 
from  snapping  up  desirable  tracts  and  realizing  large  profits 
from  an  increase  in  their  value,  created  largely,  as  it  would  be, 
by  government  expenditures  for  harbor  and  defence  works,  etc., 
and  by  privileges  granted  by  the  Empire  to  the  new  colony. 
Instead  of  this  the  land  was  to  be  held  open  at  low  prices  that 
would  attract  bona  fide  settlers,  the  latter  were  to  be  assured  the 
larger  part  of  any  future  increase  of  values,  while  at  the  same 
time  the  government  was  to  share  to  the  extent  of  one-third  in 
this  increase.  On  Jan.  i,  1899,  the  budget  of  Kiao  Chau  came  up 
for  discussion  in  the  Imperial  Diet  at  Berlin  and  the  policy  of 
the  new  W ertzuwachssteuer  included  in  it  met  with  the  warm 

and  many  reprints  of  original  documents.  To  the  above  mentioned  works 
the  writer  is  indebted  for  a  large  part  of  the  materials  presented.  An 
extremely  abundant  pamphlet  and  periodical  literature  has  also  been  drawn 
upon  and  referred  to  in  footnotes.  For  a  bibliography  see  Mitteilungen  d. 
Zentralstelle  d.  deutschen  St'ddtetags  (Berlin),  No.  i,  1907,  pp.  10  and  11. 

•For  further  details  see  Admiralitatsrat  Dr.  Schrameier's  Wie  die 
Landordnung  von  Kiautschou  entstand.  (Berlin,  J.  Harrwitz,  1902,  Heft 
XIV,  Soziale  Streitfragen,  24  pp.)  The  original  ordinance  is  reprinted  in  full 
in  the  Jahrbuch  der  Bodenreform,  1905,  p.  66. 
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approval  of  all  the  parties  represented  in  that  body  except  the 

Social -democrats, 

Althoug:h  not  next  in  order  historically,  it  will  be  well  to  con- 
sider at  this  point  the  action  of  the  Diets  of  the  various  states  of 
the  German  Empire  that  have  taken  up  the  unearned  increment 
tax.*  Early  in  !9o6,  Prussia  enacted  a  new  County  and  Pro- 
vincial Tax  Act  permitting  the  legislative  bodies  of  the  counties 
(Kreistage)  to  introduce  the  PVertsuwachssteuer.  It  was  felt 
that  a  tax  of  this  sort  might  prove  exceedingly  successful  in 
counties  where  extensive  railroad  and  canal  building  was  going 
on,  and  particularly  so  in  counties  near  large  cities  within  which 
suburban  settlements  were  growing  up.  One  such  county, 
Tel  tow,  near  Berlin,  now  has  such  a  tax  officially  in  preparation. 
In  Bavaria  a  resolution  was  offered  in  the  parliament  of  1902 
asking  the  government  to  introduce  a  bill  applying  an  unearned 
increment  tax  of  20  per  cent  to  all  communes  which  showed  a 
more  than  average  rapidity  of  growth  during  the  last  census 
period,  the  sums  yielded  by  the  tax  to  be  divided  equally  between 
commune  and  state.  This  resolution,  and  a  somewhat  altered 
form  of  it  prepared  a  year  later,  failed  of  adoption,  more  on 
account  of  partisan  politics  and  difFerences  regarding  details  than 
because  of  the  principle  involved.  In  Baden  the  second  chamber 
of  the  Diet  unanimously  asked  the  government  on  June  30,  1904, 
to  submit  at  its  next  session  a  tax  reform  bill  including  an 
unearned  increment  tax.  During  the  same  year  the  government 
of  Hesse  introduced  a  bill  permitting  municipalities  to  establish 
the  IVertmiwachsstcuer,  which  passed  the  second  house  almost 
unanimously.  The  first  house  objected  to  certain  matters  of 
detail  but  did  not  vote  the  bill  down,  and  it  was  retiimed  to  the 
government  with  a  request  that  it  be  amended  and  resubmitted. 
A  very  sweeping  bill  was  introduced  by  the  Saxon  government 
on  Jan,  26,  1904.  It  made  mandatory  upon  communes  of  more 
than  io,ooo  inhabitants  the  establishment  of  an  unearned 
increment  tax  on  land  which  was  not  built  upon,  and  fixed  in 
detail  the  rates  of  such  taxation,  rising  to  25  per  cent,  in  case 
of  an  increase  of  value  in  excess  of  50  per  cent.     Under  special 

*  Except  Bremett,  which,  although  an  imperial  free  cityp  may  for  our  present 
ptirpose  be  considered  simply  as  a  city. 


240  Yale  Review.  [Nov. 

local  conditions  smaller  Saxon  communes  were  also  empowered 
to  establish  the  tax  with  the  consent  of  the  proper  supervisory 
administrative  authority  (Aufskhtsbehorde) ,  and  it  was  expressly 
provided  that  this  consent  must  not  be  refused  in  case  the  petition- 
ing commune  could  show  itself  to  be  suburban  in  character  or 
to  be  increasing  extraordinarily  in  population.  With  certain 
unimportant  limitations  communes  were  further  empowered  to 
employ  the  Wertzuwachssteuer  on  land  that  had  been  built  upon. 
Although  accepted  in  principal  by  the  second  chamber,  certain 
criticisms  were  made  which  led  the  Saxon  government  to  with- 
draw the  bill,  but  in  revised  form  it  will  be  presented  again  at 
the  next  meeting  of  the  Diet.  To  sum  up  the  action  hitherto 
taken  by  the  legislatures  of  the  German  states  on  the  new  tax 
it  may  be  said  that  five  of  them  have  considered  its  introduction 
in  one  form  or  another;  one  (Prussia)  has  approved  it  in  faculta- 
tive form  for  counties,  in  three  the  government  is  preparing 
new  or  amended  bills  for  consideration,  and  in  none  has  the  new 
tax  been  beaten  squarely  on  its  merits. 

It  is  in  the  municipalities  of  Germany,  however,  that  the 
unearned  increment  tax  has  made  the  greatest  progress.  Under 
existing  laws  in  some  of  the  States,  cities  already  possess  the 
implied,  if  not  the  express,  right,  with  the  consent  of  the  super- 
visory administrative  authority,  to  introduce  the  Wertsuwachs- 
steuer  in  indirect  form^.  Of  this  right  extensive  use  has  been 
made  within  the  last  few  years.  Beginning  in  1905  with 
Cologne,®  which  enjoys  an  enviable  reputation  among  German 
cities  for  its  contributions  to  municipal  advance  along  many  lines, 
the  Wertzuwachssteuer  is  now  in  effect  in  Dortmund,  Essen, 
Frankfort  a.  M.,  Gelsenkirchen,  Hanau,  Liegnitz,  Markranstadt 
near  Leipsic,  Zabrze  O. — S.,  and  in  Gr.  Lichterfelde,  Weissensee 
and  Zehlendorf,  the  last  three  being  suburbs  of  Berlin.''     The 

*  As  e.  g.  in  Prussia  under  §§  13,  18,  and  82  of  the  Municipal  Tax  Act  of 
July  14,  1893.    Cf.  Brunhubcr,  p.  33;   Kumpmann,  p.  99. 

*  Kumpmann,  p.  105,  notes  earlier  instances  in  a  few  small  rural  communes 
in   Saxony, — Oetzsch  and  Leutzsch   near  Leipsic,   Hilbersdorf  near   Chem- 

,  nitz,  etc. 

*  Data  regarding  cities  which  have  introduced  or  are  considering  the  intro- 
duction of  the  tax  from  the  Mitteilungen  d.  Zentralstellc  (Berlin)  d,  deutschen 
Stddtetags,  No.  i,  cols.  9,  10.      (Apr.  18,  1907) 
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following  cities  have  passed  tax  ordinances  and  are  now  waiting 
the  action  of  the  supervisory  administrative  authorities:  Bres- 
lau,  Emden,  Jena,  Kreuznach,  Marburg  a.  d.  Lahn,  Naumburg 
a.  S.,  Paderborn,  Wetzlar,  and  the  two  Berlin  suburbs,  Reinicken- 
dorf  and  Tegel.  In  Berlin  the  council  has  voted  in  favor  of  the 
principle  of  the  new  tax  and  an  appropriate  ordinance  is  now 
in  the  final  stages  of  preparation  for  submission  to  that  body. 
The  following  city  governments  have  the  Werizuwachssteuer 
officially  under  consideration  at  one  stage  or  another :  Barmen, 
Bochum,  Erfurt,  Frankfort  a.  O.,  Gottingen,  Halle  a,  S,,  Linden 
vor  Hannover,  Liinen  in  Westf*,  Posen  and  Rixdorf  near  Berlin. 
Unofficially  agitation  in  favor  of  the  new  tax  has  been  begun 
in  a  very  large  number  of  cities.  Adolf  Damaschke,  the  tire- 
less leader  of  the  German  Land  Reformers'  Association,  whose 
work  has  contributed  largely  to  the  popularization  of  the  idea, 
stated  on  the  20th  of  October  last  that  in  no  fewer  than  fifty 
cities  organized  sentiment  was  being  created  in  favor  of  the 
Wertzuwachssteuer^  Newspaper  announcements  since  that  date 
indicate  a  large  increase  in  this  number.  In  only  three  cities, 
namely  Bremen,  Wiesbaden,  and  Schoneberg  near  Berlin,  has 
the  tax  been  defeated,  but  even  in  these  places  the  agitation  has 
by  no  means  been  given  up. 

The  foregoing  facts  have  not  been  cited  merely  to  show  the 
extent  of  territory  within  which  the  unearned  increment  tax  has 
gained  some  sort  of  standing.  So  rapid  a  movement  within  so 
short  a  time  also  indicates  pretty  clearly  that  the  new  principle  has 
met  with  wide  approval  both  as  regards  expediency  and  justice. 
Naturally  there  has  been  vigorous  opposition,  particularly  on 
the  part  of  associations  of  land  owners*  On  the  other  hand, 
economists  and  students  of  public  finance  generally  have  entered 
the  lists  in  favor  of  the  new  tax.  Prof.  Adolph  Wagner,  who  as 
far  back  as  1872  took  up  the  advocacy  of  a  sweeping  application 
of  the  principle  of  taxing  unearned  increment  in  a  variety  of 

'The  unearned  jitcrement  tax  is  already  receiving  serious  attention  outside 
of  Germany.  In  May^  1905,  the  Austrian  SiddUtag,  which  includes  in  its 
membership  the  principal  cities  of  the  country,  recommended  its  adoption, 
and  Vienna  and  Briinn  have  considered  it  officially.  Bern  in  Switzerland  has 
also  taken  up  the  subject. 
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forms,  has  particularly  distinguished  himself  by  a  vigorous, 
almost  passionate,  championship  of  the  Wertsuwachssteuer.  The 
press  is  overwhelmed  with  communications  on  the  subject,  and  in 
several  instances  municipal  elections  have  been  fought  out  largely 
on  this  issue.  Particularly  worthy  of  note  in  the  development  of 
the  tax  up  to  the  present  time  is  the  fact  that  l^slative  bodies 
of  all  three  grades, — imperial,  state,  and  municipal, — have  passed 
upon  it  favorably.  In  numerous  instances  definite  tax  ordinances 
have  received  the  approval,  sometimes  of  course  conditionally, 
of  supervisory  administrative  authorities.  Finally  the  Prussian 
Superior  Administrative  Court,  by  a  decision  of  Nov.  7,  1905, 
unqualifiedly  recognized  the  leg^ity  of  the  new  tax  according  to 
the  fundamental  provisions  of  the  Municipal  Tax  Act  of  1893. 

Rapid  as  has  been  the  development  of  the  unearned  increment 
tax  after  a  banning  was  once  made,  it  is  nevertheless  true  that 
the  cities  came  to  it  under  the  spur  of  extreme  necessity.  Ger- 
many is  quite  as  familiar  as  the  United  States  with  the  spectacle 
of  enormously  increasing  mtmicipal  expenditiu'es.  The  causes 
are  fundamentally  the  same  in  the  two  countries,  although  pos- 
sibly there  is  a  more  frank  recognition  in  the  former  of  the  neces- 
sity of  a  broad  policy  of  social  reform,  particularly  along  the  lines 
of  education,  sanitation,  charity,  public  amusements,  and  the 
elevation  of  the  laboring  classes.  To  meet  these  rapidly  growing 
needs  the  cities  first  developed  to  an  extreme  degree  the  principal 
existing  taxes,  i.  e.,  the  so-called  real  taxes  on  land,  buildings,  and 
business,  and  the  local  additions  permitted  to  the  state  income  tax. 
The  peculiar  cul  de  sac  in  which,  under  the  Municipal  Tax  Act  of 
1893,  they  found  themselves  involved  as  a  result  of  this  policy 
has  been  described  in  another  place;®  suffice  it  to  say  here  that 
sources  apart  from  the  real  and  income  taxes  are  now  absolutely 
necessary.  In  this  extremity  various  expedients  have  been 
resorted  to  as  follows : — ^^ 

•  Berlin's  Tax  Problem,  Political  Science  Quarterly,  Vol.  XX,  p.  666,  Dec, 
190S 

"Bremen's  early  experiment  along  this  line  and  the  Bauplatzsteuer,  both 
of  which  were  failures,  are  of  interest  in  this  connection.  See  Kumpmann, 
pp.  32,  34;  also  p.  3  of  A.  Wagner's  Zur  Rechtftrtigung  der  Zmvachssteuer 
(Jena,  G.  Fischer,  1906). 
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1,  The  strengthening  of  old  or  the  creation  of  new  indirect 
^taxes  within  the  narrow  limits  allowed  by  the  Municipal  Tax  Act 
of  1893,  chiefly  on  liquor  dealers,  dogs,  theatre  tickets,  etc. 
These  need  not  concern  us  further  here  beyond  noting  that  the 

ield  from  such  sources  cannot  be  large. 

2,  A  change  in  the  manner  of  assessing  the  land  tax  from 
rental  to  selling  value  as  a  basis*  Within  the  last  six  or  seven 
years  one  hundred  and  two  cities  and  one  hundred  and  twenty- 
nine  rural  communes  in  Prussia  have  adopted  this  plan***  The 
chief  significance  of  this  reform  from  the  point  of  \iew  of  the 
present  article  is  that  it  was  designed  to  lay  heavier  burdens  upon 
land  not  yet,  or  only  partially,  built  upon,  and  consequently  yield- 
ing no  or  very  low  rentals,  the  tax  on  which  represented  only  a 
microscopic  fraction  of  the  selling  value  of  the  land  as  a  site  for 
future  building.  In  other  words  the  new  method  of  assessment 
was  designed  to  discourage  land  speculation, — a  purpose  which  it 
has  in  common  with  the  unearned  increment  tax.  From  the 
financial  point  of  view,  however,  it  offered  little  advantage. 

3,  An  increase  of  the  real  estate  transfer  tax  (Umsatssteuer), 
This  tax  is  levied  upon  the  price  paid  for  real  estate  at  the  time 
of  sale.  In  Eerlinj  for  example,  the  municipal  rates  of  J^  and 
1 54  per  cent  of  the  selling  value  of  built  upon  and  unbuilt  upon 
properties  respectively  were  doubled  in  1904.*^  The  chief  vir- 
tues of  the  real  estate  transfer  tax  are  that  it  ts  easily  adminis- 
tered and  enormously  productive.  On  the  other  hand,  it  is 
extremely  harsh  in  that  it  falls  with  the  same  weight  upon 
every  sale  of  real  estate  regardess  of  whether  the  price  paid 
represents  a  gain  or  a  loss  to  the  seller.  This  defect  becomes 
increasingly  apparent  with  every  increase  of  the  tax  and  at  times 
of  depressed  prices  might  very  seriously  cripple  the  real  estate 
market. 
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Summing  up  the  three  financial  expedients  noted  above,  the 
first  two,  it  will  be  seen,  promise  little  from  the  point  of  view  of 
productivity,  while  the  third  is  defective  from  the  point  of  view 
of  justice.     The  unearned  increment  tax,  which  really  forms  a 


Among  them  Aix,  Barmen,  Berlin,  Breslau,  Danzic,  Dortmund,  DOssd- 
dorf,  Elbcrfeld,  Erfurt,  Essen,  Gorlitz,  Hanau.  Kiel,  Coblentz,  Cologne, 
Konigsberg,  Magdeburg,  Spandau,  Stettin.  Stralsund,  Wiesbaden,  etc.  For 
complete  lists  see  Sahrbuch  der  Bodenrcform,  1905,  pp.  80^  330 ;  and  1906,  p.  78. 
"The  result  was  an  increase  in  the  net  yield  of  the  tax  from  2,831,783 
marks  in  1903-04  to  $,$7^,S2l  marks  in  1904-05,  and  6^5,571  marks  in 
1905-06,  The  latter  6gure  was  8  per  cent,  of  the  total  net  yield  of  Berlin's 
munidpal  taxes  for  the  year.    Siat  lahrb.  d.  Stadt  Berlin,  ^.  Jahrg,,  p.  405* 
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fourth  term  of  the  series,  doubtless  owes  no  small  part  of  its 
popularity  to  the  fact  that  it  reconciles  these  difficulties  by  appar- 
ently combining  the  social  purpose  of  the  new  method  of  assessing 
the  land  tax  and  the  productivity  of  the  real  estate  transfer  tax. 
Its  close  connection  with  the  latter  may  best  be  brought  out  by  a 
brief  presentation  of  the  situation  in  Colc^^e,  the  unearned 
increment  tax  of  which  is  typical  in  many  particulars. 

The  ordinance  of  the  Rhine  city  by  which  the  new  tax  was 
introduced  first  raises  the  real  estate  transfer  tax  from  i  to  2 
per  cent.,  regardless  of  whether  the  land  sold  is  built  or  not  built 
upon.  This  is  to  be  paid  by  the  purchaser.**  Section  3  provides 
that  in  addition  to  the  preceding  an  unearned  increment  tax  shall 
be  laid  upon  the  seller.  Following  is  a  translation  and  condensa- 
tion of  the  more  important  succeeding  sections  of  the  ordinance  :** 

§  4.  The  increase  of  value  shown  by  the  transaction  [i.  e.,  sale 
of  a  piece  of  real  estate]  serves  as  the  basis  for  the  reckoning  of 
the  tax  provided  for  in  §  3.  As  increase  of  value  is  to  be 
understood  the  difference  between  the  last  price  paid  for  the 
property  plus  the  additions  thereto  permitted  by  §  5,  and  the 
present  price  minus  the  deductions  permitted  by  §  5.  ' 

§  5.  To  the  last  price  paid  are  to  be  added : 

(a)  In  the  case  of  land  not  built  upon,  interest  at  the  rate  of 
4  per  cent.,  not  compounded,  on  the  last  price  from  the  time 
of  its  pajrment,  or  of  interest  payments  upon  it  to  the  time  fixed 
for  the  conclusion  of  the  present  contract  of  sale. 

(&)  All  expenditures  that  can  be  shown  to  have  been  made 
for  the  improvement  of  the  land,  including  costs  of  street  build- 
ing ;  also  costs  of  new  buildings  or  rebuilding  including  interest 
on  building  costs  during  time  of  building  and  architects'  fees, 
except  in  so  far  as  these  costs  have  been  met  out  of  insurance 
indemnities.  To  sums  paid  for  street  building  4  per  cent, 
interest  from  the  date  of  payment,  not  compotmded,  is  to  be 
added. 

(c)  Five  per  cent,  of  the  last  price  paid  as  compensation  for 
the  costs  of  purchase.  (Stamp  tax,  real  estate  transfer  tax,  court 
costs,  recording  deed,  clerical  costs,  etc.) 

"  The  taking  of  property  by  right  of  eminent  domain  is  regarded  as  a  sale 
under  the  ordinance,  also  auction  sales  ordinarily,  but  transfers  resting  directly 
upon  inheritance  are  excluded.    §  i,  but  sec  also  §  7  below. 

"  The  original  is  given  in  full  in  the  Jahrbuch  der  Bodenreform,  1905,  pp. 
47  and  287. 
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In  case  parcels  of  a  landed  property  forming  an  economic  and 
local  whole  are  sold  at  various  times  by  the  same  owner  or  his 
heirs  in  such  a  way  that  losses  occur  on  certain  sales,  these  losses 
are  to  be  deducted  from  the  increase  of  value  obtained  from  other 
sales,  provided  that  the  losing  sales  occur  at  the  same  time  as 
the  profitable  sales  or  within  a  period  of  three  years  previous, 

§  6.  An  increase  of  value  of  10  per  cent,  or  less  is  in  all  cases 
exempt  from  the  tax.  If  the  increase  of  value  exceeds  this  per- 
centage the  whole  percentage  of  increase  is  to  be  counted  in  deter- 
mining the  rate  of  taxation.  The  increase  of  value  in  excess  of 
ID  per  cent,  is  taxed  as  follows: — 10  per  cent,  in  case  of  an 
increase  of  value  of  more  than  10  per  cent.,  up  to  and  including 
20  per  cent. ;  1 1  per  cent  in  case  of  an  increase  of  value  of  more 
than  20  per  cent,  up  to  and  including  30  per  cent. ;  12  per  cent, 
in  case  of  an  increase  of  value  of  more  than  30  per  cent,  up  to 
and  including  40  per  cent* ;  and  so  on,  the  rate  of  tax  increasing 
I  per  cent  for  each  10  per  cent,  of  increase  of  value  up  to  a  rate 
of  25  per  cent  on  an  increase  of  value  in  excess  of  160  per  cent. 

These  rates,  however,  are  only  applied  in  case  less  than  five 
years  have  elapsed  since  the  last  sale.  If  more  than  five  and 
less  than  ten  years  have  elapsed  only  two-thirds  of  the  above  rates 
will  be  applied ;  if  more  than  ten  years,  only  one-third. 

§  7,  The  tax  w^ill  not  be  collected  ( i )  in  case  of  sale  at  auction 
by  court  order  when  the  bidder  in  is  able  to  show  that  as  owner, 
mortgagee,  creditor,  responsible  former  owner,  or  surety  he  is 
able  to  avoid  loss  only  by  making  the  purchase;  (2)  in  case  of 
enclosures  {Zusammcnlegungen) ;  (3)  in  case  of  the  laying  out 
of  new  sections  of  the  city  where  the  separate  properties  of  unlike 
sizes  and  shapes  are  temporarily  pooled  in  order  that  street  lines 
may  be  nm  and  other  improvements  provided  for,  after  which 
lots  are  apportioned  out  among  the  owners  on  the  basis  of  the 
value  of  their  former  holdings  (Umlegungen)  ;  (4)  in  case  of 
acquisitions  by  the  fiscus  of  the  German  Empire  or  the  Prussian 
state,  in  so  far  as  these  purchases  are  free  from  the  stamp  tax 
under  §  4  of  the  Prussian  Stamp  Act  of  July  31,  1895;  (5) 
in  case  of  gifts  between  relatives  in  the  ascending  or  descending 
line,  or  between  husband  and  wifej  (6)  in  case  of  the  division 
of  property  among  co-heirs  or  of  the  common  property  of  hus- 
band and  wife,  or  the  legal  successors  of  these;  (7)  in  case  of 
the  division  of  a  former  common  property  between  co-owners  so 
far  as  the  latter  do  not  receive  more  than  the  value  of  their  former 
share  of  the  property  so  divided ;  (8)  in  the  case  of  the  transfer 
from  the  heirs  to  the  legatee  of  a  piece  of  real  estate  left  as  a 
legacy. 

17 
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§  14.  The  following  provisions  regulate  the  unearned  incre- 
ment tax  for  the  first  transfer  of  property  occurring  after  this 
tax  ordinance  takes  effect.  Instead  of  the  earlier  selling  price 
together  with  additions  mentioned  under  §  5  a-c,  the  estimated 
selling  price  of  the  real  estate  (gemeiner  Wert)  on  April  i,  1905, 
shall  be  used.  The  estimated  selling  price  on  this  date  shall  be 
computed  separately  for  each  piece  of  real  estate  in  the  city. 

§  15  In  case  the  yield  of  the  unearned  increment  tax  at  the  close 
of  a  fiscal  year  exceeds  400,000  marks  the  rate  of  the  real  estate 
transfer  tax  will  be  reduced  J4  per  cent,  for  the  following  year ; 
if  the  yield  of  the  former  exceeds  800,000  marks  the  rate  of  the 
latter  will  be  reduced  i  per  cent. 

Taking  up  the  various  elements  of  the  Cologne  ordinance  as 
they  are  presented  above,  it  will  be  observed  that  the  method  of 
computing  the  unearned  increment  is  first  dealt  with  in  some 
detail.  The  best  brief  expression  of  the  principle  underlying 
this  procedure  in  all  the  plans  for  unearned  increment  taxes  must 
be  credited  to  Prof.  Adolph  Wagner.  According  to  him  the  fol- 
lowing three  elements  are  to  be  distinguished  in  the  value  of  each 
piece  of  real  estate:  (i)  "the  value  expressed  by  the  original 
purchase  price,  or  [as  in  the  case  of  Cologne, — §  14]  ascer- 
tained by  appraisement  at  the  time  the  tax  goes  into  effect;  (2) 
next,  the  increase  of  value  through  the  application  of  new  capital 
for  building,  improvements,  etc.,  (not  taking  into  account 
expenditures  for  repairs,  etc.,  to  keep  the  property  in  condition)  ; 
(3)  and,  finally,  the  increase  of  value  brought  about  by  general 
conditions."  The  first  and  third  of  these  elements  will  be  con- 
sidered later.  With  regard  to  the  second  it  may  be  said  that  all 
the  new  tax  plans  aim  to  pursue  a  generous  policy.  The  Cologne 
ordinance  (§5)  particularly  distinguishes  itself  in  this  way. 
It  differs  from  others  chiefly  in  the  fact  that  it  allows  interest 
to  be  counted  on  land  not  yet  built  upon.  The  idea  behind  this 
is  that  the  owner  of  such  land  does  not  receive  an  adequate 
current  return  in  rent,  while  the  man  with  a  house  and  lot  derives 
income  from  it  during  the  time  of  possession.  Critics  of  the 
Cologne  ordinance  urge,  on  the  other  hand,  that  it  is  chiefly  land 
not  yet  built  upon  which  real  estate  speculators  deal  in,  and 
that  for  this  reason  no  interest  allowance  should  be  made  in  favor 
of  land  of  this  character.     Nearly  all  the  other  cities  take  this 
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point  of  view  and  seek  to  burden  land  not  built  upon  more 
heavily  than  land  already  built  upon.  Usually  this  is  accom- 
plished not  by  interest  allowance,  but  by  a  manipulation  of  the 
provisions  reducing  the  rate  of  taxation  contingent  upon  the 
number  of  years  the  property  has  been  held  by  its  former  owner* 
Thus  Berlin  proposes  to  reduce  the  tax  rate  on e^ third  on  built-up 
land  that  lias  been  in  the  possession  of  the  seller  between  five  and 
ten  years,  and  two-tliirds  when  the  ownership  has  lasted  over  ten 
years.  If  the  land  is  not  built  upon»  however,  these  reductions  are 
made  only  after  ten  and  twenty  years*  possession  respectively. 
Cologne,  it  will  be  seen*  makes  no  difference  of  this  sort  (^6). 

Apart  from  definition,  the  chief  diffictilty  confronting  that  por- 
tion of  the  unearned  increment  tax  which  deals  with  improve- 
ments is  administrative  in  character.  All  sorts  of  claims  will  be 
made  regarding  the  extent  and  character  of  capital  investments, 
some  of  them  probably  fraudulent.  The  longer  the  time  elapsing 
between  sales,^ — and  in  some  cases  this  may  mean  several 
decades, — the  greater  the  difficulty  of  properly  estimating  the 
value  of  improvements  made  in  the  intervening  time.  Tax 
officials  thoroughly  familiar  with  values,  the  records  of  the 
building  police,  and.  if  necessar>%  a  few  penal  sentences  for  per- 
jury are  relied  upon  to  solve  the  problem.  The  same  means  will 
be  eflFective  also,  it  is  thought,  as  against  fictitious  sales  at  prices 
less  than  the  real  value  of  the  property.  For  the  latter  case 
Damaschke  and  others  suggest  that  the  city  be  given  a  permanent 
right  to  buy  at  the  price  announced  any  real  estate  offered  for 
sale.  This  rule  exists  as  yet  only  under  the  Kiao  Chau  land 
ordinance,  and  with  wide-awake  officials  would  doubtless  prove 
entirely  eflFective,  Curiously  enough,  no  provision  regarding 
depreciation  of  improvements  is  made  in  any  existing  legislation, 
and  some  opportunity  for  evasion  along  this  line  would  seem  to  be 
present. 

With  regard  to  the  scale  of  tax  rates  the  Cologne  ordinance 
is  thoroughly  typical.  In  every  instance,  except  Kiao  Chau,  some 
form  of  progression  is  employed,  and  also,  with  the  same  excep- 
tion, some  minimum  percentage  of  unearned  increment  is  left  free 
from  taxation.  Essen  and  Gelsenkirchen  leave  20  per  cent-  free; 
Liegnitz  goes  to  the  other  extreme,  exempting  only  5  per  cent 
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increase  cmi  built-up  land  after  five  years'  possession,  and  nothing 
on  other  land.  In  these  exemptions,  as  in  the  allowances  for 
improvements,  the  purpose  of  the  new  taxes  not  to  burden  thrift 
or  enterprise  is  clearly  expressed.  Turning  now  to  the  scale  of 
rates,  Cologne  is  also  seen  to  occupy  middle  ground  here.  The 
lowest  rates  yet  proposed  in  any  of  the  plans  range  from  3  per 
cent,  (in  three  cases),  and  5  per  cent,  (in  three  cases),  to  10  per 
cent.  The  rate  of  progression  varies  considerably,  as  for 
instance,  i  per  cent,  tax  to  each  10  per  cent,  increase  of  value  in 
Cologne,  to  lo  per  cent,  of  tax  for  each  5  per  cent,  increase  of  value 
in  the  Saxon  bill.  At  the  upper  limit  of  the  tax  scale  very  great 
differences  exist;  thus  Liegnitz,  10  per  cent,  tax  on  increase  of 
value  over  100  per  cent.;  Paderborn,  15  per  cent,  over  75  per 
cent.;  Dortmund,  15  per  cent,  over  80  per  cent;  Essen,  15  per 
cent,  over  140  per  cent. ;  Hanau,  15  per  cent,  over  200  per  cent. ; 
Frankfort  a.  M.,  25  per  cent,  over  130  per  cent.;  Cologne,  25 
per  cent,  over  160  per  cent;  Gelsenkirchen,  30  per  cent,  over 
155  per  cent.  An  extremely  wide  diversity  of  opinion  prevails 
regarding  these  various  scales.  Prof.  Wagner's  radical  position 
is  well  known :  in  taxing  unearned  increment,  he  said,  one  "can 

hardly   go   high   enough Even   here,    however,    I 

would  leave  something  to  the  winner, — let  us  say  10  per  cent. 
But  the  city  should  get  90  per  cent.  As,  however,  such  a  proposi- 
tion is  not  yet  practically  possible,  let  us  say  50  per  cent.,  or  even, 
so  far  as  I  am  concerned,  only  30  per  cent"^^  Probably  the  high- 
est rate  was  mentioned  by  Prof.  Wagpner  largely  in  jest ;  the  low- 
est, it  will  be  observed,  has  already  been  approximated  in  practice 
on  very  large  increases  of  value.  There  is  no  doubt,  moreover, 
that  most  of  the  supporters  of  the  tax  expect  the  rates  to  be 
raised  in  the  future,  particularly  in  the  case  of  very  large  gains 
where  the  element  of  unearned  increment  is  supposed  to  be  espe- 
cially prominent.  For  the  present  the  existing  scales  are  recog- 
nized as  sufficient  The  difficulty  of  the  question  is  enhanced  by 
the  recognized  impossibility  of  fixing  exactly  the  unearned  incre- 
ment in  any  given  case.  Subtracting  the  former  price  plus 
improvements  from  the  selling  price  may  show  an  increase  of 

"P.   30,    Vortrag   erstattet   der   Ortsgruppe   Berlin   der   Gesellschaft  fiir 
Sociale  Reform,     (Jena,  G.  Fischer,  1904.) 


1907]   New  Unearned  Increment  Taxes  in  Germany.    249 


value  to  be  sure,  but  it  does  not  answer  the  question  as  to  what 
this  increase  is  due.  It  is  frankly  recognized  that  part  of  it  may 
be  due  to  the  efforts  of  the  landowner,  as,  for  instance,  in 
developing  a  profitable  business  on  a  given  site^  by  making  the 
property  more  attractive,  by  voluntary  contributions  to  various 
communal  purposes,  etc.  To  this  extent  the  increment  is 
obviously  earned  by  him.  Imperial  and  state  governments  also 
contribute  to  the  increase  of  land  values, — a  point  to  which  we 
will  have  to  return  later  On  grounds  of  justice,  therefore,  the 
municipal  government  is  not  entitled  to  all  the  unearned  increment 
(i.  e.,  unearned  by  the  landlord),  but  only  to  such  portion  of  it  as 
the  municipality  itself  has  earned  by  providing  good  local  govern- 
ment So  far,  however,  as  fixed  scales  can  take  account  of  the 
great  variety  of  circumstances  affecting  individual  cases,  it  must 
be  conceded  that  existing  ordinances  remain  well  within  the 
limits  determined  by  the  above  considerations. 

Two  time  elements  are  of  fundamental  importance  in  connec- 
tion with  the  unearned  increment  tax, — ^first,  the  question  of  a 
modification  of  the  normal  rates  based  on  length  of  possession 
(which  has  already  been  discussed),  and,  second,  the  question  as 
to  whether  or  not  the  tax  shall  be  retroactive  in  effect.  The  latter 
question  has  been  answered  variously  in  practice.  Some  cities 
propose  to  tax  the  increase  of  value  since  the  last  sale,  no  matter 
if  it  did  occur  prior  to  the  enactment  of  the  tax.**  In  other  cases 
attempts  are  made  to  fix  a  certain  date,  say  twenty  or  thirty  years 
prior  to  the  enactment  of  the  tax,  and  to  compute  the  increase  of 
value  only  from  this  date  to  the  time  of  sale,^^  Cologne  alone 
among  the  cities  provides  that  for  the  first  sale  after  the  intro- 
duction of  the  new  tax  the  increase  of  value  shall  be  computed 
only  from  April  I,  1905  (§  14),  practically  the  date  when  the 
ordinance  took  eflFect.  After  the  first  sale,  of  course,  the  increase 
will  be  reckoned  simply  from  sale  to  sale,  (§40  The  ques- 
tion fundamentally  involved  in  all  the  foregoing  modes  of  pro- 
cedure, namely,  the  justice  of  taxing  unearned  increment  that  has 

"Thtjs  Dortmund,  built  up  property;    Essen,  property  not  built  upoa 
"Thus   Dortmund,   property  not  built   upon   since  Jan*   i,   i860;    Essen, 
property  built  upon  to  last  sale  if  k  occurred  whhin  twenty  years,  otherwise 
only  back  to  sdling  value  twenty  years  before  enactment  of  tax. 
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accrued  in  the  past,  is  far  too  thorny  a  one  for  detailed  discus- 
sion here.  That  society  has  hitherto  tacitly  guaranteed  the 
security  of  unearned  increment  by  both  passively  and  actively 
aiding  or  allowing  private  parties  to  appropriate  it  is  unquestion- 
able. Nevertheless,  so  far  as  German  law  is  concerned,  the 
retroactive  features  of  the  new  ordinances  seem  to  be  quite  per- 
missible. Here  if  anywhere  the  cry  of  the  landlords  that  the 
tax  amounted  to  confiscation  of  private  property  was  justified. 
On  the  other  hand,  of  course,  all  taxation  is  confiscation  to  some 
degree.  Moreover  the  hardship,  so  far  as  any  occurred,  was 
considerably  softened  by  the  provisions  reducing  the  normal  rates 
of  taxation  in  case  possession  had  extended  over  five  or  ten  years. 
Besides  objections  on  the  ground  of  justice,  however,  various 
administrative  difficulties  threaten  to  embarrass  the  application  of 
the  retroactive  feature  of  the  unearned  increment  tax.  Improve- 
ments made  a  long  time  ago  can  not  be  assessed  so  accurately  as 
those  of  more  recent  date.  Owners'  records  may  prove  faulty, 
or  be  missing  entirely.  Still  more  dangerous  is  the  possibility 
of  evasion  by  fictitious  sales,  perhaps  coupled  with  the  right  of 
repurchase,  made  immediately  before  the  tax  goes  into  effect. 
If  this  were  to  occur  on  a  large  scale,  as  is  said  to  have  been 
the  case  in  at  least  one  instance,^®  the  retroactive  feature  of  the 
tax  would  "simply  prove  a  snare  for  small  landowners  unfamiliar 
with  the  intricacies  of  business."^®  Conscious  of  these  objec- 
tions, the  more  moderate  advocates  of  the  IVertsuwachssteuer 
are  inclined  to  approve  Cologne's  position  in  the  matter.  Even 
in  that  city,  however,  the  first  draft  of  the  new  tax  ordinance 
provided  for  a  retroactive  effect,  and  this  feature  was  only 
removed  after  a  strenuous  fight  against  it.  Largely  because  of 
this  amendment  Mayor  Becker  found  himself  forced  to  admit 
sorrowfully  that  what  he  had  succeeded  in  obtaining  from  the 
city  council  was    "more  a  theoretical  concept  than  a  real  tax." 

"Kumpmann,  p.  92,  quoting  Bredt's  Der  Wertsuwachs  an  Grundstiicken 
und  seine  Besteuerung  in  Preussen,  says  this  was  the  case  in  Cologne  before 
the  retroactive  feature  was  removed  from  the  proposed  ordinance  by  amend- 
ment. 

"Kumpmann  ibid,  quoting  from  Wirkl.  Geh.  Rat  Hamm's  article,  Kann 
eine  indirekte  Wertsuwachssteucr  den  Wertzuwachs  vor  EinfUhrung  der 
Steuer  treffen?  in  No.  14  of  the  Deutschcn  Juristenseitung,  1906. 
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This  statement  goes  directly  to  the  root  of  the  matter,  and  brings 
out  clearly  the  Scylla  and  Charybdis  between  which  the  new  tax 
must  trim  its  course.  If  it  is  inade  retroactive,  considerable 
income  will  be  derived  at  once;  if  it  is  not  made  retroactive,  it  vrill 
yield  no  income  until  the  future  growth  of  the  unearned  increment 
produces  one.  Those  who  favor  the  former  course  point  out 
the  enormous  advance  in  the  value  of  real  estate  in  Germany 
since  the  seventies  and  eighties,  although  this,  of  course,  is  merely 
an  argument  od  hominem.  **ShalI  we  throw  away  the  meat, 
keep  the  bones,  and  put  off  our  hunger  by  pointing  consolingly 
to  what  the  future  may  bring  forth?*'  pathetically  asks  one  such 
advocate,*** 

A  minor  advantage  of  the  Cologne  plan  of  disregarding  old 
unearned  increment  consists  in  the  fuller  assessment  of  real  estate 
which  it  has  brought  about.  In  many  German  cities  the  assessed 
value  of  property  under  the  regular  Land  and  Building  Ta^ 
notoriously  falls  considerably  under  the  real  selling  value.  Con- 
fronted by  the  necessity  under  the  unearned  increment  tax  of 
fixing  the  value  of  their  holdings  on  April  i,  1905  (§  14),  the 
landlords  found  themselves  between  two  fires.  Too  low  a 
figure  for  that  date  meant  higher  unearned  increment  tax  in  the 
future;  too  high  a  figure  meant  heavier  land  and  building  taxes 
annually.  The  result  was  a  much  higher  assessment  in  the  case 
of  a  considerable  number  of  pieces  of  real  estate,®^ 

Reference  has  already  been  made  to  the  relationship  between 
the  real  estate  transfer  tax  and  the  unearned  increment  tax.  This 
appears  in  two  places  in  the  Cologne  ordinance, — §  r,  par.  2, 
and  §  15,  Little  can  be  said  in  favor  of  the  first  of  these, 
which  provides  that  ''if  the  seller  of  a  piece  of  real  estate  pays 
an  unearned  increment  tax,  the  buyer  will  be  entitled  to  count  the 
amount  so  paid  toward  the  real  estate  transfer  tax  which  he  [the 
buyer]  has  to  pay,  not,  however,  to  exceed  50  per  cent,  of  the 
amount  of  the  real  estate  transfer  tax/'  The  second,  which 
provides  for  a  reduction  in  the  rate  of  the  real  estate  transfer 

*  Koppe,  Die  seittiche  Btgrensung  dcs  stfuerpfikhtigen  Werisuwachsts  in 
Jahrbuch  der  B^dcnrcferm,  igo6,  p.  226. 

^'fVk  mr  m  Kdtn  sur  Zuitxichssteurr  kament  by  Carl  Tiimborn  in  the 
DmUchf  yotkssiimm€,  17  Jahrg.,  No.  8*  p»  233,    (Apr.  20,  1906.) 
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tax  in  case  the  yield  of  the  unearned  increment  tax  reaches  a 
certain  figure  (see  p.  246),  has  met  with  much  approval,  although 
for  a  considerable  time  in  the  future  it  deprives  the  tax  of  its 
significance  as  a  new  source  for  the  city's  budget.  Practically 
what  it  will  accomplish,  and  what  it  is  hoped  will  be  accomplished 
elsewhere,  is  the  substitution  of  the  unearned  increment  tax  for 
the  real  estate  transfer  tax.  At  least  it  may  make  unnecessary 
in  Germany  an  increase  of  the  rate  of  the  latter  tax  to  the  high 
figtu"es  prevailing  in  France,  where  it  has  almost  reached  6  per 
cent.^^  As  this  means  the  substitution  of  a  more  just  and  less 
burdensome  tax  for  one  notoriously  crude  and  harsh,  it  must  be 
counted  a  distinct  argument  in  favor  of  the  tmeamed  incre- 
ment tax. 

The  foregoing  discussion  of  the  principal  features  of  the 
ordinances  of  Cologne  and  other  cities  plainly  reveals  the  social, 
as  distinguished  from  the  purely  fiscal  purpose  of  the  new  tax. 
Its  burdens  will  fall  primarily  on  landholders,  a  very  small  class 
compared  with  the  total  population  of  most  of  the  larger  German 
cities  at  the  present  time.^'  And  even  among  this  small  class  the 
heavier  tax  rates  will  strike  only  those  making  extraordinarily 
large  gains,  that  is,  mainly  speculators  in  city  real  estate,  with 
whose  operations  German  cities  are  fully  as  familiar  as  American 
cities.  The  participation  of  many  banks  of  deposit  in  this  busi- 
ness, depriving  merchants  of  loanable  capital  and  increasing  thf  ir 
rents,  has  unquestionably  intensified  the  feeling  in  favor  of  the 
new  tax.  On  the  other  hand,  there  seems  to  be  a  cordial  disposi- 
tion to  recognize  the  services  frequently  performed  by  real  estate 
companies  in  opening  up  to  settlement  desirable  tracts,  building 
roads,  sewers,  etc.,  and  otherwise  improving  them.  Not  all  the 
large  gains  sometimes  made  by  such  companies  are  regarded  as 
unearned,  and  to  this  consideration  the  new  tax  seeks  to  do  justice 
by  the  exemption  of  small  increases  of  value,  low  rates  of  taxa- 
tion, ample  allowance  for  capital  invested  in  improvements,  etc. 
Brunhuber  further  distinguishes  between  two  kinds  of  real  estate 

"  Wagner,. Zwr  Rechtfertigung,  etc.,  p.  19. 

"In  Berlin  only  i  per  cent  of  the  population  lives  in  houses  it  owns. 
The  percentage  is  doubtless  considerably  larger  in  smaller  cities.  Cf. 
Brunhuber,  p.  69. 
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speculation ; — first,  that  in  which  operations  are  carried  on  largely 
on  the  basis  of  borrowed  capital  and  with  the  intention  of  making 
sales  and  po^^eting  profits  as  soon  as  possible;  second,  the 
withholding  from  improvement  for  considerable  periods  of  time 
of  tracts  of  land,  fully  paid  for,  in  the  immediate  neighborhood 
of  the  already  built  up  portions  of  cities.  Obviously  the  taxes 
already  in  force  with  their  reductions  from  normal  rates  based  on 
long  tenure  will  be  much  more  favorable  to  the  latter  kind  of 
speculation.  Of  the  two,  however,  the  former  is  much  the  more 
common.  Both  are  regarded  as  having  a  tendency  to  increase 
rents  and  to  affect  housing  conditions  unfavorably.  It  would, 
of  course,  be  possible  to  adapt  the  unearned  increment  tax  to  long 
term  speculation  by  providing  for  an  increase  (instead  of  a 
decrease  as  at  present)  in  the  rate  of  taxation  based  on  the  length 
of  tenure.  In  the  Zuschlage  to  its  real  estate  transfer  tax 
Frankfort  a.  M.  already  employs  this  principle, — a  fact  all  the 
more  significant  because  that  city  is  reputed  to  be  pretty  well 
girdled  by  large  holdings  of  real  estate  which  have  already  been 
held  for  considerable  periods  of  time  by  the  Rothschilds,  Beth- 
mann-Hollwegs,  Mumms,  and  other  enormously  wealthy  families* 
While  landholders  and  particularly  land  speculators  will  first 
pay  the  unearned  increment  tax,  the  question  as  to  its  final 
incidence  is  far  more  important.  Practical  experience  on  this 
point  is  as  yet  too  limited  to  be  of  much  value,  and  in  its  absence 
the  most  divergent  theories  are  proposed.  From  the  side  of  the 
real  estate  owners  associations  the  view  is  frequently  expressed 
that  the  tax  will  be  shifted  from  the  seller  to  the  buyer  and  will 
simply  be  added  by  the  latter  to  capitalization  and  rents.  In  sup- 
port of  this  contention  the  fact  is  often  cited  that  at  present  many 
side  contracts  are  being  executed  obligating  purchasers  to  assiune 
the  tax  in  case  it  is  imposed.  These  contracts  are  admittedly 
legal*  but  they  hardly  suffice  to  establish  the  contention  of  the 
real  estate  o^^ners  associations,  for  the  questiofi  still  remains  as  to 
how  far  the  threat  of  the  new  tax  may  have  operated  to  depress 
the  value  of  the  land  expressed  in  the  primary  contract  of  sale. 
Moreover  the  strenuous  opposition  of  landowners  to  the  new  tax 
argues  considerable  fear  that  tliey*  will  bear  it,  in  part  at  least. 


i 
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Directly  opposed  to  the  preceding  is  the  view,  based  on  the 
Ricardian  law  of  rent,  that  the  tax  cannot  be  shifted  in  any 
degree.^*  If  free  competition  prevailed  in  city  real  estate 
markets  and  if  the  number  of  possible  building  sites  were  practi- 
cally unlimited,  no  doubt  this  would  be  true.  But  notoriously  this 
is  not  the  case;  indeed  one  of  the  strongest  arguments  favoring 
the  introduction  of  the  new  tax  is  the  existence  of  more  or  less 
complete  monopolies  in  the  hands  of  real  estate  companies. 
Under  such  conditions  the  incidence  of  the  tax  is  greatly  com- 
plicated. Kumpmann  expresses  the  opinion^*^  that  it  will  resolve 
itself  into  a  question  of  might.  The  land  companies  are  fewer  in 
number  and  backed  by  larger  capital  than  those  who  purchase 
from  them,  and  conditions  in  a  rapidly  growing  city  will  be  in 
their  favor.  They  will  possess  greater  advantages  in  the  center 
of  the  city  than  on  its  periphery.  On  the  other  hand,  he  calls 
attention  to  the  fact  that  the  new  tax  is  only  one  of  many  factors 
affecting  the  price  of  land,  that  in  most  cases  the  owner  will  be 
unable  to  tell  either  when  it  must  be  paid  or  how  high  it  will  be, 
and  finally  that  it  will  fall  only  on  a  comparatively  small  number 
of  landowners.  On  the  whole,  therefore,  he  concludes  that 
the  tax  will  not  regularly  be  shifted. 

One  possibility  with  regard  to  the  incidence  of  the  tax  about 
which  there  is  pretty  general  agreement  is  that  with  too  high 
rates  owners  will  simply  retain  possession  of  their  property  and 
enjoy  the  unearned  increment,  untouched  by  the  tax,  in  the  form 
of  higher  rents.  As  a  means  of  meeting  such  a  condition  it  is 
proposed  that  the  tax  be  collected  periodically,  say  every  ten  or 
twenty  years,  in  the  case  of  property  which  remains  for  so  long  a 
time  in  the  same  hands.  This  would  convert  the  tax  from  an 
indirect  to  a  direct  form.  Under  existing  law  Prussian  cities 
have  no  right  to  make  the  change,  and  an  amendment  to  the 
Municipal  Tax  Act  of  1893  would  be  necessary  to  empower  them 
to  do  so.  Kiao  Chau  affords  the  only  example  at  present  of  a 
direct  periodic  unearned  increment  tax,  collectible  at  twenty-five 
year  intervals  in  the  case  of  property  which  has  not  been  sold 
during  this  time.     One  objection  to  the  direct  form  of  the  tax 

•*  Cf .  Wagner,  Die  Finanzielle  Mitbeteiligung  der  Gemeinden,  etc.,  p.  52. 
'Ibid.,  p.  56. 
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is  that  it  will  be  felt  more  severely  than  the  indirect,  inasmuch  as 
it  will  not  be  collected  at  the  time  of  a  sale  when  the  value  of 
the  property  is  temporarily  available  in  the  form  of  current  funds. 
With  short  periods  of  time,  howe%^er»  this  burden  would  be 
reduced  to  a  minimum.  Besides  it  could  be  estimated  more  or 
less  roughly  and  provided  for  in  advance. 

Apart  from  the  stock  arguments  of  landowners  and  objections 
based  on  local  conditions,  two  or  three  general  criticisms  of  the 
unearned  increment  tax  deserve  notice  here.  The  first  of  these  is 
that  it  is  unjust  to  single  out  unearned  increment  on  land  for  tax- 
ation and  allow  all  other  forms  of  unearned  increment  to  go  free. 
Many  adv^ocates  of  the  new  principle  answer  this  in  a  way  which 
may  best  be  reproduced  in  our  slang  phrase :  **Not  yet,  but  soon/* 
Unearned  increment  on  land  is  the  easiest  to  reach,  they  say, 
hence  w^e  have  attacked  it  first,  and  regret  only  that  economic 
and  administrati\-e  diffiadties  force  us  to  leave  more  sweeping 
applications  of  a  just  principle  to  the  future.  Wagner  instances 
the  Bourse  Tax,  the  Inheritance  Tax,  and  the  Tax  on  Gifts 
{Schenkungsstcuer)  as  involving  the  general  principle  of  laying 
higher  burdens  on  unearned  increment  Other  writers  draw  a 
sharp  distinction  on  economic  grounds  between  speculation  in  land 
and  speculation  in  movable  goods,  and  contend  that  the  greater 
harm  fulness,  as  w^ell  as  the  greater  ease  of  reaching  the  former, 
justifies  a  distinction  in  taxation  between  the  two, 

A  second  general  objection  to  the  unearned  increment  tax  is 
that  if  private  profits  on  land  investments  are  to  be  taken,  private 
losses  should  also  be  assumed  by  the  city.  It  is  easy  to  reply  to 
this  that  taxation  usually  concerns  itself  with  "him  that  hath/' 
and  even  to  point  out  instances  in  the  assessment  of  the  German 
income  and  other  taxes  %vhere  losses  are  disregarded.  The 
peculiar  character  of  the  unearned  increment  tax,  however,  is  that 
it  attempts  to  reach  gains  alone,  not  property  or  income  as  such, 
and  hence  the  question  regarding  losses  cannot  so  easily  be 
evaded.  Damasclike  and  some  of  the  other  leaders  of  the  land 
reformers  recognize  the  fundamental  justice  of  the  claims  made 
on  this  basis,  Jaeger  rather  too  optimistically  says  that  *'among 
nations  with  a  progressive  civilization  unearned  increment  will 
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always  prove  the  rule,  and  innocent  loss  the  exception,"^*  and 
concludes  that  the  recognition  of  the  principle  of  reimbursing 
losses  is  therefore  not  dangerous.  Obviously,  however,  its 
administration  would  be  extremely  difficult  and  would  lead  to  all 
sorts  of  fraudulent  claims.  Brunhuber  admits  the  principle*^  but 
points  out  that  it  could  be  applied  only  to  the  same  d^ree  as  the 
tax  itself.  As  the  latter  exempts  small  gains  from  taxation,  con- 
versely small  losses  could  not  be  considered.  The  city  endeavors 
to  take  only  that  part  of  the  unearned  increment  which  it  has  itself 
earned;  in  justice,  therefore,  the  landowner  could  claim  reim- 
bursement only  for  depreciation  of  his  property  caused  by  some 
action  for  which  the  city  government  was  responsible.  Clear 
cases  of  this  sort  occur,  as,  for  instance,  in  the  erection  by  a  city 
of  an  elevated  railway,  and  for  such  damages  the  courts  already 
provide  remedies.  Changes  in  the  location  of  public  markets, 
theaters,  bridges,  etc.,  are  not  in  the  same  category,  Brunhuber 
holds,  as  no  property  owner  has  a  legal  claim  to  have  institutions 
of  this  sort  placed  or  retained  in  his  immediate  neighborhood. 
Cologne  attempts  in  §  4c  of  its  ordinance  tQ  make  allowances 
for  losses  where  a  number  of  transactions  connected  with  the 
same  tract  of  land  have  occurred,  but  the  effect  of  this  provision 
will  obviously  be  favorable  to  speculators  and  leave  untouched 
the  loss  incurred  by  the  owner  of  a  single  house.  With 
this  exception  the  point  has  been  passed  over  in  silence  in  existing 
legislation,  and,  in  spite  of  the  question  of  justice  involved, 
probably  will  continue  to  be  ignored  in  the  future. 

A  third  criticism  of  the  unearned  increment  tax  is  that 
although  imperial  and  state  governments  contribute  to  the  growth 
of  land  values  no  provision  has  yet  been  made  whereby  they 
are  to  participate  in  the  returns  from  the  new  tax.  The 
Bavarian  resolution,  as  we  have  seen,  contemplated  a  division; 
half  to  go  to  the  city,  half  to  the  state.  A  motion  to  investigate 
the  new  tax  and  take  steps  to  secure  the  interests  of  the  Empire 
in  connection  with  it  was  made  in  the  Reichstag,  Dec.  17,  1905, 

*•?.  18,  Die  Zuwachssteuer,  Versuche  u,  Erwdgungen,  by  Prof.  Baumeister 
and  E.  Jaeger.  (Berlin,  Verlag  Bodenreform,  No.  XVIII  of  Sociale  Zeit- 
fragen.) 

"  Op.  cit,  p.  5»^ 
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but  It  met  with  little  support,^*  In  opposition  to  this  criticism 
it  is  urged  that  both  the  Empire  and  the  separate  states  have 
reserved  certain  fields  of  taxation  for  themselves,  and  that  they 
should  not  poach  on  tlie  communal  preserve  of  land  taxation. 
Doubtless  the  activities  of  both  the  federal  and  the  state  govern- 
ments contribute  largely  to  the  growth  of  land  values  in  special 
cases.  Thus  Berlin  and  Kiel  owe  relatively  much  to  the  Empire; 
Koblenz  and  Bonn  to  the  state.  But  ordinarily  the  chief  govern- 
mental activity  affecting  city  land  values  is  that  of  the  municipal 
government.  A  still  further  view  of  this  question  is  that  the 
new  tax,  once  it  is  fully  developed,  will  prove  such  an  Aladdin's 
lamp  that  all  three  governments  can  share  abundantly  and  with- 
out jealousy  in  its  golden  proceeds. 

On  the  latter  point,  namely  the  financial  productivity  of  the 
unearned  increment  tax,  the  future  alone  can  speak  with  decision. 
It  is  a  matter  of  common  knowledge  that  enormous  increases  in 
land  values  have  occurred  in  Germany  during  the  last  three 
decades.  Thus  Miiller^*  estimates  that  the  land  values  of  Berlin 
increased  3,500,000,000  marks  ($833,000,000.00)  between  1870 
and  i8go.  Increase  in  rentals  on  which  the  land  tax  was  then 
based  indicate  a  capital  increase  of  $63,500,000.00  in  the  value 
of  the  real  estate  of  the  city  during  the  year  1902-03.  Of  course, 
Berlin  furnishes  the  most  brilliant  example  of  this  development, 
but  in  smaller  cities  the  same  process  is  going  on  more  slowly. 
One  of  the  great  services  of  the  new  tax  which  should  be 
appreciated  both  by  scientific  investigators  and  public  officials 
is  that  it  will  provide  a  mass  of  accurate  statistical  material  to 
take  the  place  of  the  crude  estimates  of  unearned  increment 
hitherto  employed.  As  for  the  actual  income  yielded  by  tlie  new 
tax,  materials  are  as  yet  exceedingly  scanty*  Kiao  Chau  alone 
has  had  any  considerable  experience,  and  here  the  returns  were, 
by  years,  as  follows: — 1899-1900,  no  report;  1900-01,  $613; 
1901-02,  $2,054;  1902-03,  $1,128;  1903-04,  $1,474;  1904-05, 
$417.^^     The  conditions  of  a  new  colony  are  but  ill-adapted, 

■Kumpmantip  p.  i?. 

"  Wohnungsmt  u.  Grundrent,  Conrad's  JahrbUcher  fur  Nat  Oik,  u.  SIqL, 
ipoa;  p,  43. 

••Brunhabcr,  p.  loa.  The  average  exchange  value  of  the  dollar  is  stated 
as  XI2  marks,  equal  to  $.505  Americars. 
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however,  for  comparison  with  those  of  a  populous  city  in  a 
highly  developed  country.  In  discussing  the  Cologne  ordinance 
reference  was  made  to  the  amendments  which  deprived  it  of  the 
hope  of  large  returns  in  the  immediate  future.  So  keenly  was 
this  felt  that  the  new  tax  was  put  down  in  the  budget  for  1905 
at  the  nominal  figure  of  20,000  marks  ($4,760.00).  According 
to  newspaper  reports*^  published  at  the  end  of  March,  1907,  the 
tax  had,  contrary  to  all  expectations,  yielded  nearly  200,000 
marks  ($47,600.00)  up  to  that  time.  As  Cologne  assesses  only 
the  increase  in  value  since  April  i,  1905,  this  sum,  small  as  it  is, 
in  comparison  with  the  whole  budget,  nevertheless  indicates  a 
rapid  and  enormous  increase  in  the  value  of  the  city's  real  estate 
during  the  period  covered.  It  is  not  to  be  inferred,  however, 
that  the  returns  from  the  new  tax  will  prove  constant  in  growth. 
All  investigations  of  land  value  indicate  the  existence  of  rhythmic 
movements  both  locally  and  generally  over  long  periods  of  time. 
During  prolonged  periods  of  depression  the  unearned  increment 
tax  may  produce  little  or  nothing  financially.  For  this  reason 
commentators  usually  suggest  that  its  proceeds  should  not  be 
applied  either  to  special  purposes  of  a  social  reform  character 
as  is  sometimes  done,  nor  to  current  expenses,  but  should  be 
turned  into  reserve  funds  collected  for  important  projects,  as, 
for  example,  the  carrying  out  of  a  large  policy  of  new  street 
construction,  the  building  of  new  schools,  hospitals,  etc.  Kump- 
mann  philosophically  remarks,  with  reg:ard  to  the  fluctuating, 
character  of  the  new  tax,  that  its  results  should  be  satisfactory 
either  way;  if  they  are  large,  it  means  that  the  city  is  partici- 
pating largely  in  landowner's  profits;  if  they  are  small,  it  means 
that  land  values  and  rents  are  not  increasing,  which  from  the 
social  point  of  view  is  extremely  satisfactory. 

With  regard  to  the  administration  of  the  new  tax  and  its  more 
general  results  the  following  statement  by  Mayor  Adickes  of 
Frankfort  a.  M.  is  of  interest  :'^ 

"Hardly  any  newly  introduced  tax  has  been  so  easily  borne  as 
this  one.    ...    As  to  its  practical  administration  no  considera- 

**  Quoted  by  Kumpmann,  p.  113. 

**  Besitswechselabgabe  und  Wertsuwachssteuer  in  Deutsche  Juristenaeitung, 
No.  5,  March  i,  1906,  quoted  by  Kumpmann,  p.  109. 
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able  difficulties  have  been  encountered  so  far.  The  information 
necessary  to  ascertain  the  increase  in  value,  so  far  as  it  was  not 
given  in  documents  already  at  hand,  has  for  the  most  part  been 
easily  secured  by  sending  out  a  formal  schedule  of  questions. 
Above  all  it  is  particularly  noteworthy  that  all  prophecies  regard- 
ing the  destructive  effect  of  the  new  tax  on  the  sale  of  real  estate 
have  turned  out  as  false,  ,  ,  .  In  reality  the  real  estate 
market  has  not  been  demonstrably  affected  in  any  way  by  the  tax, 
indeed  it  has  hardly  ever  shown  greater  strengtli*  On  the  other 
hand,  to  be  sure»  tlie  hope  that  the  new  tax  would  exert  a  restrain- 
ing influence  upon  the  increase  of  land  values  has,  up  to  the 
present  time,  not  been  realized  to  any  perceptible  degree." 

The  experience  of  other  cities  from  which  reports  are  obtain- 
able is  also  favorable  in  the  main.  Of  course,  many  diverse 
opinions  prevail  regarding  the  possible  development  of  the 
unearned  increment  tax,  Enmhuber  enthusiastically  says  it  is 
"the  land  tax  of  the  future,  its  principle  of  taxing  profits 
{Cetvinnbesteuerung)  will  be  the  general  tax  principle  of  the 
future.**^^  Kumpmann  is  more  conserv-ative ;  the  new  tax,  he 
thinks,  will  not  supplant  the  continuous  direct  taxation  of  land, 
but  it  will  form  an  important  part  of  the  general  financial  and 
housing  policy  which  cities  must  pursue, "**  Nearly  all  writers 
agree  that  the  solution  of  the  housing  question  in  cities  must  be 
sought  by  the  variety  of  means  besides  taxation,  as,  for  instance, 
by  improvements  in  transportation,  reform  of  building  regula- 
tions, attempts  to  cheapen  cost  of  construction,  the  opening  up  of 
credit  on  easy  terms  to  prospective  builders,  increase  of  wages, 
etc,  Pohlmann^'*  boldly  suggests  that  if  all  other  means  should 
fail  to  break  up  land  monopoly  the  cities  themselves  should  under- 
take the  business  of  opening  new  tracts  of  land  in  their  environs 
for  building  purposes.  By  controlling  local  transportation  facili- 
ties and  the  supply  of  municipal  services  generally  (gas,  water, 
sewers,  etc),  the  success  of  such  enterprises,  he  thinks,  would 
be  beyond  question.  His  argument,  of  course,  rests  upon  the 
assumption  of  a  technical  efficiency  and  incorruptibility  hardly 
to  be  expected  in  American  cities. 

"O^.  cit,  p.  115. 
**  Op.  cit.,  p.  I2J. 

*  Vnsere  SteUung  mu  dm  Tirrainge^eHscftaficn  in  Diutschi    Volkssiitnme, 
p.  470,  No.  16,  Aug.  20,  1906* 
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Up  to  the  present  time,  of  course,  German  experience  is 
scarcely  extensive  enough  to  justify  a  positive  answer  to  the 
question  as  to  how  far  the  new  tax  is  applicable  to  our  own  condi- 
tions. Moreover,  certain  broad  differences  of  practice  enter  to 
complicate  the  question.  Thus  our  large  employment  of  special 
assessments  is  to  a  considerable  extent  an  anticipation  of  the 
unearned  increment  tax.  Apparently  there  was  no  legal  barrier 
to  the  development  of  the  principle  of  special  assessments  in 
Germany  and  occasional  instances  of  its  use  occur.'*  One 
wonders  that  they  are  not  more  frequent,  for  in  addition  to  the 
usual  circumstances  which  lead  to  its  use  in  the  United  States 
two  forms  of  public  improvements  common  abroad  would  seem 
to  suggest  it  very  strongly.  These  are  (i)  the  large  projects 
frequently  undertaken  for  the  construction  of  new  streets  and 
avenues  in  the  tortuous  central  sections  of  old  cities,  and  (2) 
the  removal  of  walls  and  fortifications  to  a  greater  distance  from 
the  center  of  growing  garrison  cities  whose  expansion  they  had 
been  retarding.  Most  of  the  German  authorities  agree,  however, 
that  the  unearned  increment  tax  is  vastly  superior  to  the  better- 
ment plan,  first,  because  it  takes  hold  of  the  whole  increase  of  land 
value  due  to  general  circumstances  rather  than  the  increase  due 
to  a  special  improvement  alone,  and,  second,  because  it  is  more 
easily  administered  and  at  least  in  the  indirect  form  more  easily 
borne.  A  comparison  of  the  unearned  increment  tax  with  the 
single  tax  proposed  by  Henry  George  would  be  of  considerable 
interest  in  this  place,  but  limitations  of  space  preclude  anything 
more  than  the  mention  of  one  or  two  points.  First,  the  unearned 
increment  tax  does  not  attempt  to  take  the  whole  value  of  the 
economic  rent  of  land ;  what  it  does  take  is  the  capitalized  value 
of  a  part  of  the  economic  rent.  Second,  unearned  increment  is 
a  much  more  readily  comprehensible  concept  than  pure  land  rent ; 
it  is,  indeed,  a  matter  of  everyday  notice,  and  its  nature  as 
essentially  unearned  gain  is  very  readily  demonstrable.  It 
would  seem,  therefore,  much  more  easy  to  make  propaganda  for 
the  unearned  increment  tax  than  for  the  single  tax. 

••  Kumpmann,  p.  38;    Jahrbuch  der  Bodenreform,  1905,  p.  209;    1906,  pp. 
44,  131,  and  201. 
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In  all  the  discussions  of  the  new  tax  by  German  writers  their 
thought  regarding  unearned  increment  on  land  is  evidently  very 
dosely,  if  not  exclusively,  connected  with  the  increase  of  value 
that  emerges  during  the  transition  period  from  agricultural  to 
building  uses.  The  reason,  of  course,  is  that  German  building 
regulations  which  forbid  the  erection  of  skyscrapers  also  prevent 
the  increase  of  the  value  of  centrally-located  realty  to  the  enor- 
mous figures  with  which  we  are  famtlian  Unearned  increment 
taxes  in  our  ddes  would  probably  strike  two  main  areas,  the 
periphery  and  the  business  section.  Thus  we  would  have  the 
advantage  of  two  main  sources  as  against  one  in  German  cities. 

The  most  striking  single  difference  between  German  and 
American  municipal  finance,  however,  is  the  relative  unimport- 
ance of  the  regular  land  tax  there,  and  its  overwhelming  import- 
ance here.  At  present  the  income  tax  is  the  backbone  of  the 
finances  of  German  cities.  In  the  larger  Prussian  cities  the 
land  and  building  tax  contributes  only  about  one-fourth  of  the 
totaJ  municipal  income  from  taxation.*"^  Under  these  circum- 
stances it  is  not  strange  that  the  agitation  in  favor  of  laying 
heavier  burdens  on  city  real  estate  should  be  sweeping  over 
Germany  like  a  tidal  wave.  A  similar  movement  would  have 
far  less  justification  in  America.  Nevertheless  there  would  seem 
to  be  great  possibilities  for  the  development  of  the  unearned 
increment  tax  within  our  system  in  two  directions.  First,  it 
might  be  used  as  a  substitute  for  and  an  improvement  upon 
special  assessments.  Second,  it  could  be  employed  as  a  means 
of  readjusting  the  burdens  of  our  land  tax,  laying  them  more 
heavily  upon  property  of  rapidly  increasing  value  and  diminish- 
ing them  on  other  property. 

Robert  C,  Brooks. 

Swarthmore  CoHcgf. 

"  Siatutisches  /ahrbmh  deutschir  Stadtef  1906,  p.  3761 
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THE  only  piece  of  constructive  legislation  concerning  the 
Philippine  Islands  enacted  at  the  recent  session  of  the 
Fifty-ninth  Congress  was  the  act*  authorizing  the  Philippine , 
government  to  guarantee  interest  on  private  capital  invested  in 
an  agfricultural  bank.  It  will  be  the  object  of  this  paper  to  show 
the  reasons  which  have  led  the  Philippine  government  for  the 
past  two  years  to  seek  the  authority  granted  by  this  act,  and 
to  show  in  a  general  way  the  character  of  the  institution  which 
It  is  expected  will  be  established.' 

The  Philippine  Islands  are  preeminently  an  agricultural 
country,  and  their  economic  future  depends  most  importantly 
upon  the  development  of  their  agricultural  resources.  Nature 
has  endowed  them  with  an  abundance  of  rich  soil  suitable  for 
raising  a  great  variety  of  valuable  agricultural  products,  such 
as  hemp  and  other  fibers,  sugar,  tobacco,  rice,  copra,  coffee, 
and  rubber.  Of  the  total  area  of  the  islands  about  seven  million 
acres,  or  nine  and  a  half  per  cent.,  is  classified  by  the  Philippine 
Census  as  agricultural  land.  About  forty-six  per  cent,  of  this 
land  is  under  cultivation."  For  the  calendar  year  1906  ninety 
four  per  cent,  of  the  islands'  exports  were  agricultural  products, 

*  Public  Act,  No.  243,  Fifty-ninth  Congress,  second  session,  approved  by  the 
President  March  4,  1907,  and  entitled  **  An  Act  to  provide  for  the  establishment 
of  an  agricultural  bank  in  the  Philippine  Islands." 

•  Cf.  Jenks,  The  Agricultural  Bank  for  the  Philippine  Islands,  in  Annals  of  the 
American  AccLdemy  of  Political  and  Social  Science^  XX  X  (July,  1907),  pp.  38-44. 

^Census  of  the  Philippine  Islands  (iqoi),  IV,  pp.  181,  182.  Cf.  Hearings  on 
Revenue  for  Philippine  Islands  in  Senate  Documents  ^  No.  277,  Fifty-ninth  Congress, 
first  session.  Vol.  XXII,  pp.  192,  193. 
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while  only  thirty-five  per  cent,  of  the  imports  consisted  of  articles 
of  food  and  animals,' 

AgTicultural  conditions  in  the  Philippines  during  recent  years 
have  been  unusually  bad.  During  the  insurrection  cattle  were 
destroyedp  fences  torn  down»  farm  buildings  burned,  and  thou* 
sands  of  acres  of  rich  soil  reclaimed  by  the  tropical  jungle. 
Draught  animals  have  since  died  in  large  numbers  as  the  result  of 
the  ravages  of  rinderpest  and  other  cattle  diseases,  much  destruc- 
tion has  been  wrought  in  many  parts  of  the  islands  by  locusts  and 
floods,  while  through  the  niggardlinessof  the  American  Congress, 
under  the  influence  of  a  few  representatives  of  American  sugar 
and  tobacco  interests  in  the  United  States  Senate,  tlie  Philippines 
have  been  denied  the  scant  justice  of  an  American  market  for 
their  products,  and  have  at  the  same  time  been  deprived  of  their 
previous  Spanish  market.  Philippine  agriculture  at  its  best  is 
in  a  very  backward  condition.  Now  that  peace  has  been  estab- 
lished throughout  the  civilized  parts  of  the  islands,  and  the  most 
destructive  cattle  and  plant  diseases  have  been  either  eliminated 
or  largely  brought  under  control  by  the  excellent  work  of  the 
government's  scientific  bureaus^  agricultural  conditions  are 
improving,  but,  in  the  absence  of  good  markets  and  of  adequate 
transportation'    facilities,  progress  is  necessarily  slow. 

The  facilities  for  agricultural  credit  in  the  Philippines  up  to 
the  present  time  have  been  altogether  inadequate.  The  state- 
ment of  the  Schurman  Commission  still  holds  true,  that  **lack 
of  proper  capital  and  the  high  price  asked  for  loans  constitute 
another  obstacle,  which  stupefies  industry,  augments  the  cost  of 
production,  and  restrains,  in  consequence,  its  benefits/"  There 
is  no  bank  in  the  Philippines  that  makes  a  business  of  loaning 
money  on  landed  security.  Three  of  the  four  banking  estab- 
lishments with  their  sub-agencies  are  branches  of  foreign  bank- 
ing corporations  and  limit  their  operations  very  largely  to  for- 
eign exchange.     Two  of  these  banks  are  prevented   by  their 

*  Quarterly  Sttmmaryfff  Camm/rc^  &/  (hi  Fhilippine  Islands,  October- December, 

'The  PhiHppmes,  though  containing  about  two  and  one-half  times  the  area  of 
New  York  Stiite,  have  only  soo  miles  of  railroad  in  operation.  Sotnething  like 
700  miles,  however,  are  now  in  process  of  construction. 

^  Rtp0ri  ef  tkt  Fhiiippini  Commiin0n^  1 900,  IV,  p.  7* 
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articles  of  association  from  making  advances  on  real  estate. 
The  total  outstanding  loans  of  the  banks  of  the  islands  on  June 
30,  1904,  aggregated  about  $13,000,000/  and  of  this  amount 
probably  not  over  $400,000  was  secured  by  agricultural  land, 
although,  as  said  before,  agriculture  is  the  principal  occupation 
of  the  eight  millions  or  more  people  inhabiting  the  archipelago. 

The  large  European  commercial  houses,  particularly  in  the 
sugar-producing  provinces,  sometimes  make  advances  to  agri- 
culturists on  the  security  of  their  crops.  These  advances,  how- 
ever, are  generally  confined  to  the  owners  of  a  few  large  estates, 
although  they  in  turn  may  reloan  part  of  the  money  to  their 
tenants.  The  loaning  of  money  is  foreign  to  the  regular  busi- 
ness of  these  commercial  houses,  and  most  of  them  are  unwilling 
to  tie  up  any  considerable  amount  of  capital  in  such  ventures. 

In  many  parts  of  the  Philippines  money  cannot  be  borrowed 
at  any  rate  of  interest  on  the  security  of  agricultural  land,  no 
matter  how  good  the  land  or  how  perfect  the  title.  In  the  few 
sections  where  agricultural  loans  are  obtainable,  they  are  made 
largely  by  Chinamen  in  small  amounts,  and  at  exorbitant  rates 
of  interest.  Inquiries  made  in  May,  1903,  of  provincial  treas- 
urers throughout  the  islands  elicited  the  surprising  information 
that  rates  of  interest  on  agricultural  loans  as  high  as  3,  5,  and 
even  10  per  cent,  a  month  were  common.'  For  example,  the 
treasurer  of  Cagayan  reports  that  interest  in  that  province  varies 
from  25  to  50  per  cent. ;"  in  Ilocos  Sur  the  rate  is  said  to  vary 
from  10  to  100  per  cent.;*  in  Ilocos  Norte,  from  20  to  100  per 
cent."  It  is  a  common  practice  for  the  creditor  to  obtain  the 
privilege  of  purchasing  the  borrower's  crops  at  extremely  low 
prices  fixed  in  advance,  so  that  the  nominal  rate  of  interest  often 
falls  below  the  rate  really  exacted. 

'^  Report  of  the  Comptroller  of  the  Currency^  1 904,  I,  p.  444. 

•Cf.  Kemmerer,  Report  Concerning  the  Advisability  of  Establishing  a  Government 
Agricultural  Bank  in  the  Philippines,  Exhibit  B,  schedules  I  and  III.  (Bureau 
of  Insular  Affairs,  War  Department,  Washington,  1906.  Reprinted  in  Report  of 
the  Philippine  Commission,  1906,  I,  pp.  487-641.)  Cited  hereafter  as  Phil.  Agric. 
Bank  Rep. 

•Ibid.,  p.  35. 

Mbid.,  p.  37. 

•Ibid.,  p.  37. 
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Agricultural  credit  conditions  in  the  Philippines  may  perhaps 
be  best  presented  by  citing  a  few  extracts  from  the  above-men- 
tioned  reports  of  the  treasurers  of  some  of  the  more  important 
provinces. 

Pampanga:  What  is  known  as  the  *share  system'  .  .  , 
is  in  vogue  here  almost  universally.  The  tenant  in  some  cases 
takes  a  piece  of  land  and  agrees  to  pay  for  each  balita  [2,790 
square  meters* ]»  if  it  is  rice  land,  a  specified  number  of  cavanes 
[75  liters]  of  palay  [unthrashed  rice],  or,  if  it  is  sugar  land,  so 
many  pilons  [loafs  varying  in  weight  in  the  diflferent  provinces 
from  57.5  to  92.0  kilograms]  of  sugar,  regardless  of  the  crop 
that  may  be  raised.  In  some  few  other  cases  a  certain 
proportion  of  the  crop  is  paid,  which,  of  course,  when  crops 
fluctuate,  is  a  more  equitable  arrangement.  The  specific  amount 
paid  or  the  proportion  depends  altogether  on  the  assistance 
rendered  the  tenant  in  addition  to  the  use  of  the  land*  In  some 
cases  the  tenant  furnishes  all  the  labor  and  the  owner  everything 
else,  including  seed  rice,  caribao,  implements,  etc.  In  other  cases 
the  owner  furnishes  the  land  and  the  tenant  everything  else. 
Between  these  two  gradations  are  infinite  others.  I  might  say, 
however,  parenthetically,  that  in  no  case  does  the  tenant  have 
a  fair  show. 

Then,  tliere  is  another  system  which  consists  in  loaning  money 
outright  on  gilt-edged  security  at  from  25  to  40  per  cent,  per 
annum.  This  is  the  system  where  the  tenant,  being  possessed 
of  nothing  but  a  small  tract  of  land,  must  seek  help  from  some 
of  the  wealthier  people  to  cultivate  it  He  is  advanced  sufficient 
seed  rice  for  the  planting  and  furnished  money  or  its  equivalent 
for  such  other  expenses  as  are  ^ecessar>^  In  every  case  of  this 
kind  the  rent  or  toll  is  not  contingent  but  specific. 

If  the  season  is  bad  the  crop  raised  may  be  only  sufficient 
to  pay  the  debt  due  the  owner,  and,  consequently,  the  tenant  is 
practically  in  bondage,  as  he  must  borrow  enough  rice  to  tide 
him  over  to  the  next  season.  If  it  should  happen  that  the  crop 
was  a  failure,  then  he  is  in  debt  to  the  loaner,  who  has  a  mortg^e 
or  Hen  on  his  land  for  money  advanced  which  he  can  foreclose 
at  any  time.  Frequently  the  loaner  does  not  foreclose,  but  holds 
a  sort  of  a  club  over  the  heads  of  the  tenants,  who  are  practically 
in  slavery.  In  general,  I  should  say  that  the  average  small 
tenant,  either  cultivating  his  own  land  with  assistance  or 
cultivating  another's  land  on  shares,  gets  in  addition  to  his  board 

^  For  native  systems  of  measurement  in  the  Philippines,  cf.  On  jus  of  ihi 
Fkilippim  liU^nds^  IV,  pp,  447-457. 
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and  lodging  (which  consists  of  rice  and  a  nipa  hut)  about  lo 
per  cent,  of  the  crop  for  his  labor.* 

Ilocos  Sur:  At  the  present  time  a  great  many  loans  are  being 
made  on  lands  and  crops,  most  of  them  on  crops,  as  it  is  the 
custom  when  money  is  borrowed  on  land  to  deliver  possession 
of  the  land  until  the  loan  is  paid,  and  as  the  land  owners  lose 
the  revenue  from  it  during  the  time  it  is  mortgaged,  they  think 
a  long  time  before  mortgaging  it.  The  rate  of  interest  on  loans 
made  on  crops  ranges  from  lo  to  lOO  per  cent.  .  .  .  [The 
loans]  are  generally  made  on  the  following  terms:  A  farmer 
desiring  a  little  money  goes  to  some  one  of  the  richer  men  of  his 
municipality  and  sells  a  part  of  his  crop,  at  a  very  low  price, 
to  be  delivered  when  harvested.  The  prices  paid  in  these  cases 
are  generally  about  50  or  75  per  cent,  of  what  the  prices  usually 
are  at  harvest  time.  The  loans  above  described  are  generally 
for  small  amounts,  ranging  from  $10  to  $500. 

The  larger  landowners  borrow  money  from  the  banks  and 
commercial  companies  in  Manila  at  a  fixed  rate  of  interest, 
ranging  from  10  to  25  per  cent,  per  annum,  which  they  subloan 
to  the  smaller  farmers  on  the  terms  above  described.' 

Cagayan:  There  is  considerable  money  loaned  to  farmers 
in  this  province.  The  money  is  not  spent  for  the  improvement 
of  the  land  or  in  the  purchase  of  implements,  but  to  meet  current 
expenses  of  farmers  for  the  year.  The  rate  charged  is  50  per 
cent,  per  annum,  or  from  the  time  loaned  to  the  harvesting  of 
the  crop.  The  Chino  [Chinese]  merchant  gives  the  farmer 
credit,  and  for  each  peso  the  farmer  guarantees  to  deliver  at 
harvest  time  one  fardo  [14.97  kilograms]  of  tobacco  of  the 
fourth  current  class,  [worth  about  one  peso  and  a  half  ].  .  .  . 
The  larger  companies  loan  money  with  the  understanding  that 
the  farmer  will  sell  his  tobacco  to  them,  but  they  charge  no  inter- 
est. However,  it  is  generally  reported  by  the  natives  that  the 
classification  of  the  tobacco  is  so  arranged  by  placing  part  of  the 
tobacco  in  one  class  lower  than  where  it  rightfully  belongs,  that 
it  results  in  a  charge  of  from  25  to  50  per  cent.  People  loaning 
money  claim  that  the  risk  of  collection  is  so  great  that  this  rate  is 
considerably  decreased  to  the  creditor.  From  30  to  35  per  cent, 
of  the  farmers  borrow  money  on  their  crops  at  present.' 

Bulacan:  Money  is  very  much  in  demand  here.  The  interest 
paid  is  usually  from  15  to  25  per  cent.,  in  many  instances  greater. 
The  method  employed  in  making  loans  is  as  follows :     A  person 

^Kemmerer,  pp.  40,  41. 
•Ibid.,  p.  37. 
•Ibid.,  p.  35. 
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who  has  a  clear  title  to  a  piece  of  property,  say  valued  at  5,000 
pesos,  takes  such  deed,  together  with  a  .  .  ,  promise  to  pay 
for  i»50o  pesos  to  be  paid  one  year  after  date.  This  man  prob- 
ably borrows  1,000  or  1,200  pesos,  and  at  the  expiration  of  the 
note  pays  1,500  pesos,  when  the  deed  is  returned  to  him,* 

Although  conditions  like  those  just  described  had  prevailed 
in  the  islands  for  a  number  of  years,  and  Philippine  laws  had 
been  for  a  long  time,'  as  they  are  at  present,"  favorable  to  the 
establishment  of  an  agricultural  bank  on  private  initiative,  there 
seemed  no  prospect  of  such  an  enterprise.  The  risks  involved 
appeared  great,  while  the  expenses  connected  with  the  investi- 
gation of  titles  and  values,  and  with  the  collection  of  annuities, 
in  a  country  so  extensive  as  the  Philippines,  and  possessing  such 
inadequate  means  of  communication,  were  thought  to  be  pro- 
hibitive. Other  forces  have  also  been  operative  in  preventing 
private  capital  from  undertaking  such  an  enterprise.  Among 
these  may  be  mentioned  the  uncertain  political  future  of  the 
country,  the  lack  of  confidence  in  the  Filipino  as  a  laborer,  and 
the  natural  reluctance  of  capitalists  to  trust  their  capital  in  far 
distant  countries  under  new  and  unfamiliar  conditions  at  a  time 
when  home  investments  are  yielding  such  good  returns. 

The  demand  on  the  part  of  the  Filipino  people  for  the  exten- 
sion of  agricultural  credit  facilities  in  the  archipelago  has  been 
widespread  and  persistent.  It  was  frequently  heard  in  Spanish 
times  and  has  found  expression  in  numerous  petitions  ever  since 
the  beginning  of  the  American  occupation.  Henry  C  Ide, 
formerly  Governor-General  of  the  Philippines,  said  in  his  recent 
testimony  before  the  House  Committee  on  Insular  AflFairs/  that 
an  agricultural  bank  had  been  the  crying  want  of  the  Filipino 
people  from  the  time  he  went  to  the  Philippine  Islands  in  1900 
until  the  present  *'I  have  never  been  in  a  province  in  the 
islands/*  he  continued,  ''where  the  municipal  and  provincial 
officials  have  been  gathered  together  when  the  first  thing  that 
they  have  presented  to  my  attention  was  not  the  need  for  an 
agricultural  bank."     The  report  of  the  Philippine  Commission 

^  Ibid.,  p.  34- 

•Ibid.,  exhibit  D. 

*Cr  Act  No,  1459,  tJnitcd  States  Philippine  Commissioii 

*  Hearings  of  January  io»  1906, 
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for  1906  said, — "It  is  believed  that  no  single  step  can  be  taken 
that  could  give  greater  satisfaction  to  the  general  mass  of  the 
people  than  the  successful  inauguration  and  carrying  on  of  such 
a  bank."* 

Much  of  this  popular  clamor  is  of  course  of  the  type  so 
often  heard  in  every  country,  and  is  made  by  ignorant  and 
irresponsible  persons  who  look  upon  an  agricultural  bank  as  a 
short  road  to  wealth  without  work;  persons  who  would  be  the 
last  to  be  granted  loans  from  such  a  bank  if  it  were  established, 
and  the  last  to  repay  loans  if  they  should  receive  them.  But 
the  demand  fortunately  has  been  by  no  means  limited  to  this  class 
of  people.  Many  of  the  strongest  advocates  of  such  a  bank  are 
industrious  and  reliable  farmers,  who  own  their  land,  and  who 
would  make  excellent  customers  for  any  conservatively  managed 
bank. 

It  was  under  conditions  such  as  these,— conditions  which 
have  not  greatly  improved  since — ^that  the  Philippine  Commission 
passed  a  resolution  on  April  13,  1903,  instructing  the  insular 
treasurer  to  prepare  a  plan  for  the  establishment  of  a  govern- 
ment agricultural  bank. 

In  the  summer  of  1903  the  writer  went  to  the  islands  as 
financial  adviser  to  the  Philippine  Commission,  with  particular 
reference  to  the  work  of  currency  reform,  and  in  June,  1904, 
was  instructed  to  prepare  the  report  called  for  in  the  above- 
mentioned  resolution.  A  careful  study  was  made  of  the  situa- 
tidn  in  the  Philippines,  and  of  agricultural  credit  institutions  in 
other  countries.  In  February  1905  the  Report*  was  submitted  to 
the  Philippine  Commission.  Inasmuch  as  it  has  been  the  basis 
of  nearly  all  subsequent  discussion  and  action  with  reference  to 
the  extension  of  agricultural  credit  facilities  in  the  islands,  it 
will  be  well  to  outline  the  principal  features  of  the  plan  therein 
recommended. 

The  position  was  taken  that  there  was  real  need  for  an 
agricultural  bank  in  the  Philippines,  that  there  was  no  immediate 
prospect  of  such  a  bank's  being  established  on  private  initiative, 
that  the  Filipino  people  were  not  yet  prepared  to  conduct  success- 

^Vol.  I,  p.  51.  ^  Supra,  p.  264,  note. 
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fully  cooperative  land  credit  associations,  and  that  an  agricultural 
bank  financed  and  administered  by  the  government  was 
inadvisable. 

In  view  of  the  fact  that  the  Commission's  resolution  had  called 
for  a  report  on  the  ad  visibility  of  establishing  a  government 
agricultural  bank,  and  that  this  type  of  a  bank  was  in  the  minds 
of  most  persons  who  were  urging  governmental  action,  the 
objections  to  such  an  institution  were  discussed  in  the  Report 
at  some  length,^     Twio  of  the  principal  ones  advanced  were: 

( 1 )  It  would  encourage  the  already  too  prevalent  proclivity 
of  the  native  population  to  depend  upon  the  government  for 
financial  aid  and  support.  .  .  .  Under  such  a  plan  the 
government  would  come  to  be  looked  upon  as  a  sort  of  paternal 
institution,  possessing  an  unlimited  amount  of  wealth  upon  which 
it  placed  little  value  because  it  was  easily  obtainable  and  which 
it  was  under  obligation  to  loan  to  the  people  on  easy  terms  of 
|Kiyment,  ,  It  would  be  expected  to  be  liberal  to  the  extent  of  lax- 
ity in  collecting  its  annuities  and  in  otherwise  enforcing  the  terms 
of  the  loan  contract.  If  it  should  foreclose  mortgages  to  any 
extent  for  non-payment  of  loans,  it  would  be  liable  to  arouse 
popular  opposition  and  to  be  vituperated  for  its  greed  in  exact- 
ing unreasonable  terms  of  a  poor  and  unfortunate  people,  and 
for  depriving  them  of  their  property  to  increase  its  already 
extensive  domains, 

(2)  Governmental  officials  are  not  in  position  to  assume  the 
work  and  responsibility  such  a  plan  would  entail  upon  them. 
The  work  of  a  provincial  treasurer  under  such  a  scheme  would  be 
heavy,  and  it  would  involve  an  amount  of  investigation  into 
the  private  affairs  of  the  people  of  his  province  foreign  to  the 
work  of  his  official  position  and  detrimental  to  its  efficient  per- 
formance. The  granting  of  some  applications  for  loans  and  the 
rejecting  of  others  would  put  the  government  in  a  delicate 
position. 

An  adaptation  of  the  Egyptian  plan  is  proposed  in  the  Report 
as  a  solution  of  the  difficulty*  It  seeks  to  avoid  the  disadvan- 
tages connected  with  a  purely  governmental  institution,  and  at 
the  same  time  to  remove  largely  two  of  the  most  serious  obstacles 

^  PhiL  AgrU,  Bank  Mtp,^  pp,  9-11  :  cf,  also  Hearings  on  the  proposed  Agdcul- 
lural  Bank  for  the  PhUippme  Islands  before  the  United  States  Senate  Comniittee 
on  the  Philippines,  January  30,  1907. 


270  Yale  Review.  [Nov. 

in  the  way  of  the  establishment  of  an  agricultural  bank  by  private 
capital, — VIZ,,  large  risk  and  heavy  administrative  expenses. 

The  distinctive  features  of  the  Egyptian  plan  consist  ( i )  in  the 
government's  guaranteeing  principal  and  interest  on  capital 
invested  in  loans  to  the  fellaheen  by  an  agricultural  bank  financed 
and  controlled  by  private  capitalists  and  (2)  in  the  government's 
placing  at  the  disposal  of  the  bank,  for  the  collection  of  annuities 
and  for  other  minor  duties,  the  service  of  tax  collectors  and  of 
certain  other  local  officials.  Annuities  due  the  bank  are 'paid 
at  the  same  time  as  the  regular  land  tax,  and  a  small  commission 
is  paid  by  the  bank  to  the  tax  collectors  for  their  services.* 

The  plan  recommended  in  the  Report  to  the  Philippine  govern- 
ment is  embodied  in  a  draft  bill,'  the  object  of  which  as  set  forth 
in  the  title  is  "to  encourage  agriculture  in  the  Philippine  Islands 
by  granting  certain  concessions  and  guarantees  to  a  corporation 
to  be  known  as  the  Philippine  Agricultural  Bank,  the  business 
of  which  shall  be  the  making  of  loans  to  ag^culturists  in  the 
Philippine  Islands  upon  real  estate,  growing  crops,  or  other 
security  duly  authorized  by  this  act,  for  the  purpose  of  enabling 
them  to  pay  off  existing  debts,  to  make  improvements  upon  their 
lands,  to  purchase  agricultural  implements,  farm  animals,  ferti- 
lizers, and  seed,  and  to  make  other  similar  expenditures  desirable 
and  proper  for  the  advancement  ...  of  agriculture  in  the 
Philippine  Islands." 

The  bill  provides  that  the  bank  shall  have  an  authorized  capital 
of  ten  million  pesos,  which  may  be  increased  upon  due  authori- 
zation from  the  Philippine  Commission.*  Advances  made  by  the 
bank  are  divided  into  three  classes.  Loans  of  the  first  class 
comprise  those,  the  principals  of  which  shall  be  between  five  thou- 
sand and  thirty  thousand  pesos,  loans  of  the  second  class  those 
between  two  hundred  and  five  thousand  pesos,  loans  of  the  third 
class  those  under  two  hundred  pesos.  The  bill  requires  the 
bank  to  treat  with  especial  favor  applications  for  small  loans.* 

*  Cf .  Report  on  the  Agricultural  Bank  of  Egypt  to  the  Secretary  of  War  and  to 
the  Philippine  Commission,  by  E.  W.  Kemmerer,  Special  Commissioner  to  Egypt. 
(Manila,  Bureau  of  Printing,  1906.  Reprinted  in  the  Report  of  the  Philippine 
Commission,  1906,  I,  pp.  645-695.) 

^Phil.  Agric,  Bank  Rep,,  exhibit  A. 

» Section  IV.  *  Section  VIII. 
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There  are  a  number  of  restrictions  upon  the  character  of  the 
loans  authorized.'  The  bank  is  not  permitted  to  grant  loans 
"except  for  the  purpose  of  assisting  agriculture  in  the  Philippine 
Islands/'  No  loan  of  the  first  or  second  class  is  permitted  to  be 
made  except  on  the  security  of  a  first  mortgage  on  real  estate 
situated  in  the  Philippine  Islands  and  registered  under  the 
Philippine  land  registnttion  act,^  No  loan  of  the  first  class  can 
be  made  except  under  the  written  authorization  of  the  secretary 
of  finance  and  justice.'  Loans  of  the  third  class  must  be  secured 
either  by  collateral  of  a  market  value  equivalent  to  twice  the 
amount  of  the  loan,  or  guaranteed  by  two  or  more  responsible 
persons.  No  loan  of  the  first  or  second  class  can  be  made  to 
an  amount  exceeding  one-half  the  market  value  of  the  property 
mortgaged,  or  one-half  of  the  assessed  valuation  of  the  property 
at  the  time  of  the  last  assessment,  whichever  shall  be  the  smaller. 

Loans  of  the  first  and  second  classes  are  not  permitted  to  run 
for  a  period  longer  than  twenty  years,  and  are  repayable  by 
annuities  covering  principal  and  interest.  Loans  of  the  third 
class  are  repayable  in  a  lump  sum  and  cannot  run  longer  than 
two  years.* 

The  rate  of  interest  authorized  is  to  per  cent., — a  high  rate  in 
the  absolute,  but  a  very  low  rate  for  real  estate  loans  in  the 
Philippines.  The  bill  requires  the  rate  of  interest  on  both  new 
and  outstanding  loans  to  be  reduced  on  a  sliding  scale  in  pro- 
portion as  the  bank  accumulates  a  surplus,* 


^Section  IX. 

'The  Philippine  land  registration  act  (Act  No.  496  U,  S.  PhlUppmc  Cora- 
mtssiun)  was  passed  November  6,  1902,  Land  registered  under  this  act  is  gtven 
an  unassailahle  Torrens  titie. 

Up  to  June  30,  iqot,  there  had  been 2,46 7  applications  for  registration  ;  of  th^s 
number  8I4  were  received  during  the  ten  months  ending  June  30,  1906*  The 
total  value  of  the  laud  represented  in  all  applications  for  registration  since  the 
organization  of  ihe  Court  of  Land  Registration  is  said  10  have  been  about 
30,000,000  pesos,  and  of  this  amount  nearly  10*000,000  pesos  is  represented  hy 
the  applications  made  during  the  last  ten  months  of  the  fiscal  year  1906,  R^p&ri 
&/  iki  PhiHppitu  Commissions  1906^  IIIj  p.  6. 

*This  provision  was  incorporated  in  the  enabling  act  passed  by  Congress  in 
March,  1907,     Cf.  infra^  p.  iB. 

*  Section  XL 

*  Section  XIL 
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In  planning  an  agricultural  credit  institution  for  people 
like  the  Filipino  peasants,  who  are  unfamilar  with  business 
methods  and  often  lacking  in  foresight  and  in  a  proper 
appreciation  of  the  importance  of  meeting  business  contracts, 
it  is  necessary  to  take  unusual  precautions  for  the  protection  of 
the  creditor  against  loss  arising  from  incapacity,  n^ligence, 
or  fraud  on  the  part  of  the  borrower.  To  this  end  the  bill 
contains  a  specific  provision  authorizing  the  bank^  to  require  the 
payment  of  the  balance  due  on  any  loan,  on  three  months  notice, 
and  in  lieu  of  such  payment  to  foreclose  the  mortgage  ( i )  in  case 
a  mortgaged  property,  either  by  reason  of  bad  management  or 
other  cause,  deteriorates  in  value  to  such  an  extent  as  to  endanger 
the  security  held  by  the  bank,  and  the  borrower,  upon  notice, 
fails  either  to  pay  back  a  corresponding  portion  of  the  loan  or 
to  make  such  improvements  as  shall  be  necessary  to  protect  the 
bank;  (2)  in  case  the  borrower  fails  to  insure  his  buildingfs 
and  stores  against  fire;  (3)  in  case  the  mortgaged  property  has 
been  alienated  inter  vivos  without  the  bank's  consent,  or,  in  the 
case  of  transference  by  succession,  when  the  person  inheriting 
the  same  fails  to  accept  the  conditions  of  the  bank's  loan  contract ; 
(4)  in  case  the  borrower  is  unable  to  prove  that  he  has  regularly 
paid  the  public  dues  upon  his  estate;  (5)  in  case  the  borrower 
fails  in  any  other  way  to  comply  with  the  terms  of  his  loan 
contract. 

The  bill  seeks  to  prevent  the  misuse  of  funds  borrowed  from 
the  bank — a  very  real  danger  in  the  Philippines — by  declaring 
that^  when  a  loan  has  been  granted  by  the  bank,  the  proceeds  of 
which  the  borrower  agrees  to  use  for  certain  specified  purposes, 
they  shall  not  be  diverted  to  other  uses,  or  be  subject  to  any  claim 
upon  a  guaranty,  or  to  any  distraint  or  to  any  injunction  on 
behalf  of  a  third  person.  Loans  granted  by  the  bank,  the  pro- 
ceeds of  which  the  borrower  agrees  to  use  for  certain  specified 
purposes,  become  immediately  due  if  the  proceeds  are  applied  to 
other  uses  than  those  specified  in  the  loan  contract.  The  divert- 
ing of  the  proceeds  of  loans  to  uses  other  than  those  specified 
in  the  agreement  is  furthermore  made  a  misdemeanor,  and,  as 
such,  renders  the  borrower  liable  to  fine  and  imprisonment. 

>  Section  XV.  •  Section  XIX. 
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In  order  to  eliminate  the  heavy  administrative  expenses  that 
would  otherwise  be  involved  in  the  collection  of  a  large  number 
of  small  loans  on  the  annuity  plan,  the  bill  autliorizes  the  bank* 
(following  the  Egyptian  plan)-  to  utilize  the  services  of  pro- 
vincial and  municipal  treasurers  in  the  collection  of  its  accounts.® 
Collections  for  the  bank  made  by  these  government  officials  are 
to  be  made  "as  far  as  practicable  at  the  times  when  the  regular 
taxes  are  collected."  Compensation  by  the  bank  for  services 
rendered  is  to  be  made  in  the  form  of  a  commission  on  the  sums 
collected. 

The  government  guarantee  provided  for  in  the  bill*  is  similar 
to  that  of  the  Egyptian  government,  except  that  in  the  Philip- 
pines the  guarantee  covers  only  dividends  (or  interest  as  the  case 
may  be)  on  capital  invested,  while  in  Egypt  it  covers  the  princi- 
pal as  well.^ 

The  main  provisions  of  the  bill  relating  to  the  guarantee  are 
as  follows:* 


The  bank  shall  add  to  its  gross  earnings  for  the  year  all  sums 
received  during  the  year  "in  payment  of  obligations  to  the  bank 
which  became  due  during  previous  years  and  were  not  paid. 
From  the  total  sum  so  obtained  the  bank  shall  deduct  (i)  all 
expenses  of  operation  for  the  year;  (2)  all  sums  maturing 
during  the  year  and  not  paid  on  or  before  the  thirty-first  day 
of  December.  The  difference  shall  be  considered  *  .  .  to 
be  the  bank's  net  profit  ,  .  -  for  the  calendar  year  in 
question/ 

From  the  bank^s  annual  net  profits  so  computed  the  bank  shall 
set  aside  a  sum  equal  to  four  per  cent  of  its  cash  paid-up  capital 
for  the  purpose  of  dividends,  shall  pay  the  Philippine  govern- 
ment any  sums  due  it  on  account  of  advances  under  the 
guarantee,     .     .     .       and  of  the  remainder  at  least  forty  per 

*  Section  XXX. 

'Kemmer^r*  Riport  on  thi  AgrUulturml  Bank  0/  Egypt,  pp,  aS,  29, 

*AU  ineAsures  for  ibe  enforccrnent  of  the  collection  of  del [nqiient  accounts 

are  to  be  taken  by  tbe  bank's  own  ofEciaU,  and  not  by  those  of  the  government 

who  are  employed  by  I  he  bank, 

*  Section  XX Vn I. 

*  Kern  merer,  /iepari&n  ikt  AgricuUmru  Bank  9/  E^pt^  pp.  la,  13,  43,  45. 
•Sections  XXV- XX IX. 

^Section  XXV, 
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cent,  shall  be  credited  to  the  bank's  surplus  fund,  until  said  fund 
shall  be  equal  to  twenty-five  per  cent,  of  the  bank's  cash  paid-up 
capital,'  ten  per  cent,  shall  be  paid  to  the  Philippine  government, 
and  the  balance  shall  accrue  to  the  corporation  for  dividends, 
or  such  other  uses  consistent  with  law  as  it  may  determine  upon. 
If  in  any  year  during  the  period  of  this  concession  there  shall 
be  a  net  loss,  or  if  the  net  profits,  as  above  computed,  shall  not 
be  sufficient  to  pay  the  aforementioned  dividends  of  four  per 
cent,  upon  the  bank's  cash  paid-up  capital,  there  shall  be  deducted 
from  the  surplus  fund  a  sum  sufficient,  together  with  the  net 
profits  of  said  year,  to  enable  the  bank  to  pay  the  aforementioned 
dividend  of  four  per  cent. ;  and  if  the  entire  surplus  fund  and 
the  net  earnings  of  the  year  taken  together  shall  not  be  sufficient 
to  enable  the  bank  to  pay  said  dividend,  .  .  .  there  shall 
be  paid  to  the  bank  ...  a  sum  out  of  the  funds  of  the 
insular  treasury,  .  .  .  sufficient,  together  with  the  surplus 
and  the  net  profits  for  said  year,  to  enable  the  bank  to  pay  the 
aforementioned  dividend  of  four  per  cent.  Provided,  that  said 
guarantee  shall  at  no  time  render  the  Philippine  government 
liable  to  the  bank  for  an  annual  payment  greater  than  four  per 
cent,  of  the  par  value  of  the  bank's  .  .  .  paid-up  capital 
stock.' 

The  bill  gives  the  government  ample  powers  of  supervision 
and  control.  Under  existing  legislation*  the  Philippine  govern- 
ment exercises  a  supervision  over  all  the  banks  of  the  islands 
similar  to  that  exercised  over  national  banks  in  the  United  States 
by  the  federal  government  through  the  Comptroller  of  the 
Currency.  In  the  proposed  bill  the  government  is  given  repre- 
sentatives on  the  board  of  directors,*  the  bank's  articles  of 
association  and  statutes  must  be  approved  by  the  Philippine 
government  before  they  become  operative,  and  all  large  loans* 

*  After  a  surplus  fund  equivalent  to  25  per  cent  of  the  bank's  paid-up  capital 
has  been  accumulated,  the  amount  to  be  set  aside  to  the  credit  of  the  surplus 
fund  is  reduced  from  40  to  25  per  cent.  The  surplus  fund  up  to  twenty-five  per 
cent  of  the  bank's  paid-up  capital  is  to  be  invested  in  certain  specified  securities. 
Sections  XXVI  and  XXVII. 

'Section  XXIX  of  the  bill  makes  money  paid  by  the  Philippine  government 
under  its  guarantee  a  contingent  liability  of  the  bank  to  the  government,  subject 
only  to  the  right  of  the  stockholders  to  receive  a  dividend  of  four  per  cent,  per 
annum,  and,  in  case  of  liquidation,  to  receive  the  par  value  of  the  bank's  paid-up 
capital  stock. 

'Acts  No.  52  and  556  U.  S.  Philippine  Commission. 

♦Section  V. 

•Section  IX. 


1907]     An  Agricultural  Bank  for  the  Philippines,      275 

and  heavy  administrative  expenses'  require  the  approval  of  the 
secretary  of  finance  and  justice. 

Such  are  the  principal  features  of  the  plan  proposed  by  the 
writer  in  the  winter  of  1905^  While  the  above  bill  has  never 
been  officially  acted  upon  by  the  Philippine  Commission,  die 
general  plan  therein  outlined  has  been  the  basis  of  recommenda- 
tions of  that  body  to  the  Secretary  of  War/  of  the  recommenda- 
tions of  the  Secretary  of  War  to  the  President,  and  of  the 
Philippine  agricultural  bank  act  passed  at  the  last  session  of 
Congress. 

Early  in  the  Fifty-ninth  Congress  Senator  Newlands  of 
Nevada  introduced  a  bill'  authorizing  the  Philippine  government 
to  issue  ten  million  dollars  of  forty-year  bonds  to  provide  funds 
for  the  establishment  of  a  government  agricultural  bank.  It 
was  referred  to  the  Committee  on  the  Philippines  and  was  never 
reported  back.  Later  bills  were  introduced  into  both  houses 
authorizing  the  Philippine  government  to  guarantee  four  per 
cent,  interest  on  the  capital  of  an  agricultural  bank  to  be  estab- 
hshed  by  private  enterprise  in  the  Philippine  Islands/  The 
bill  introduced  by   Senator  Lodge  in   the   Senate   was  passed 

*  Section  VL 

'  In  its  Tcport  for  1905  to  the  Secretaij  of  War  (I,  p,  76)  the  PhUippine  Cora- 
mission  reconi mended  ''  that  Congress  be  asked  to  authorize  the  esubHshment 
of  an  agficultural  bank  by  private  capital,  the  principal  of  which  shall  be  guar- 
anteed by  the  government  of  the  PhiUppine  Islands,  and  interest  at  a  rate  not  to 
exceed  4  per  cent,  per  anoum*  with  a  limited  total  amount  which  the  government 
of  the  Philippine  Islands  shall  be  caMed  upon  to  pay  in  any  single  year  not  to 
exceed  faoo^ooo."  In  its  report  for  1906  (I,  pp,  50,  5t»  73)  the  Philippine  Com- 
mission renewed  this  recommendation. 

The  Secretary  of  War  in  hi*  report  for  1906(1,  pp.  Sg,  Br)  said  t  **  I  concur  with 
the  Philippine  Commission,  and  strongly  recommend  to  Congress  the  passage 
of  an  act  aoihorizing  the  Philippine  government  to  guarantee  to  a  private  agri* 
cultural  bank  a  dividend  of  4  per  cent  on  $10,000,000.  I  think  that  the  eiperi- 
ence  of  Lord  Cromer  has  been  so  successful  as  to  justify  the  making  of  such  an 
efiort  with  respect  to  Philippine  agriculture.'* 

'Senate  bill  No,  3,7iS,  The  bill  Is  printed  In  Senate  Document  No.  277,  vol, 
XXII,  sgth  Congress,  first  session,  p.  11 75. 

^In  the  Senate  a  bill  (No.  6,249)  ^^^  introduced  on  May  33,  1906,  by  Senator 
Lodge  of  Massachusetts,  chairman  of  the  Committee  on  the  Philippines  ;  in  the 
House  bills  (Nos.  23,567  ;  23,937  ;  3SiOS3  ;  25,186)  were  introduced  by  Represen- 
tative Cooper  of  Wisconsin,  chairman  of  ttie  Committee  on  Insular  Affairs,  und 
(H*  bill  No*  25,049)  by  Representative  Gairett  of  Tennessee^  a  member  of  ihai 
committee. 
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by  that  body  late  in  the  season.  On  March  3d  the  Senate  bfll 
was  called  up  in  the  House  tmder  suspension  of  the  rules/  and, 
with  a  few  slight  alterations  which  were  later  approved  by  the 
Senate,  was  carried  by  a  vote  of  188  to  69,'  a  large  niunber  of 
Democrats  coming  to  the  support  of  the  bill. 

The  act*  as  finally  approved  by  the  President  March  4,  1907, 
is  a  general  enabling  act,  and  leaves  the  details  of  legislation  for 
the  organization  and  control  of  the  bank  almost  entirely  to  the 
Philippine  government.  The  act  authorizes  the  Philippine 
government  to  guarantee  an  income  of  not  exceeding  four 
per  cent,  per  annum  upon  the  capital  actually  invested  in  an 
ag^cultural  bank  organized  under  the  laws  of  the  Philippine 
Islands,  all  of  the  loans  of  which  shall  be  for  the  purpose  of 
assisting  persons  engaged  in  agriculture  in  the  Philippine 
Islands.  The  period  of  the  guaranty  is  fixed  at  twenty-five 
years,  and  the  government's  liability  under  the  guaranty  is 
limited  to  $200,000  a  year.  Money  paid  by  the  Philippine 
government  to  the  bank  under  the  guaranty  is  to  be  a  contingent 
liability  of  the  bank  to  the  government,  and  to  constitute  a  lien 
upon  the  net  profits  of  the  bank,  subject  only  to  the  right  of 
the  stockholders  to  receive  therefrom  four  per  cent,  dividends 
per  annum,  and  to  the  repayment  to  the  stockholders  of  the  par 
value  of  the  bank's  paid-up  capital  stock,  when  the  bank  shall  go 
into  liquidation. 

Interest  charged  on  loans  is  not  permitted  to  exceed  ten  per 
cent,  per  annum,  and  no  loan  exceeding  five  thousand  dollars 
can  be  made  except  upon  the  written  authorization  of  the  secre- 
tary of  finance  and  justice  of  the  Philippine  Islands. 

No  legislation  concerning  the  bank  has  yet  been  enacted  by 
the  Philippine  government.  Negotiations,  however,  are  at 
present  being  conducted  with  American  and  European  capitalists 
through  the  Bureau  of  Insular  Affairs  at  Washington,  looking 
toward  the  granting  of  the  concession. 

*  Speaker  Cannon  is  said  to  have  been  opposed  to  the  bill  and  to  have  been 
willing  to  let  it  come  up  only  in  this  way.     Nation,  March  7,  1907,  p.  211. 

^  Congressional  Record,  XLI,  p.  4,588. 

•Public  Act  No.  243,  59th  Congress,  reprinted  in  the  \^^  Report  of  the 
Philippine  Commission,  I,  pp.  500  a,  500  b. 
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There  can  be  little  question  but  that  the  concession  will  be  a 
valuable  one  if  the  bank  is  conservatively  managed.  As  pre- 
viously stated,  there  is  no  institution  in  the  Philippines  at  the 
present  time  meeting  the  large  and  growing  demand  for  agri- 
cultural credit.  Over  700  miles  of  railways  are  now  being 
built,  opening  up  the  most  fertile  regions  of  the  archipelago, 
regions  whose  resources  have  heretofore  been  scarcely  touched 
on  account  of  lack  of  transportation  facilities.  Titles  of  regis- 
tered land  are  perfect,  and  the  best  land  is  rapidly  being  regis- 
tered. Administrative  expenses  connected  with  the  making  of 
loans  and  the  collecting  of  annuities  will  be  reduced  to  a  relatively 
low  figure  by  reason  of  the  privilege  the  bank  will  possess  of 
utilizing  the  services  of  government  employees.  Authority  will 
be  given  to  charge  a  high  rate  of  interest — presumably  10  per 
cent, — and  an  income  of  4  per  cent,  will  be  guaranteed  upon  the 
capital  for  twenty-five  years.  The  risk  of  the  principal  should 
not  be  great,  because,  unlike  the  case  of  the  Philippine  railroads, 
part  of  which  also  enjoy  a  government  guarantee,  almost  no 
fixed  capital  is  required,  and  such  a  bank  can  make  a  small 
beginning  in  the  best  agrictJtural  districts  and  feel  its  way  into 
other  regions  as  experience  shall  justify. 

In  many  respects  the  situation  in  the  Philippines  at  the  present 
time  is  similar  to  that  which  existed  in  Egypt  about  twelve  years 
ago.  There  is  the  same  scarcity  of  agricultural  capital,  and  the 
same  high  interest  rates.  Attempts  on  the  part  of  the  British 
authorities  to  induce  private  capitalists  to  establish  agricultural 
banks  were  then  met  by  the  same  objections  that  are  so  commonly 
heard  with  reference  to  the  Philippines  to-day.  Every  suggest- 
tion  of  an  agricultural  bank  for  the  loaning  of  capital  in  small 
sums  to  the  Egyptian  peasantry  was  met  by  dismal  prophesies* 
**The  fellaheen  were  incurably  thriftless."  'The  money  bor- 
rowed would  be  squandered."  "There  would  be  many  bad 
debts,"  'The  bank  would  be  compelled  to  foreclose  a  large  per- 
centage of  its  mortgages,"  'The  political  future  of  the  country 
was  uncertain,"  etc.,  etc 

How  ill  founded  were  these  pessimistic  views  is  shown  by 
the  following  facts; 
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In  1894  the  Egyptian  government  took  the  matter  in  hand  by 
making  some  advances  of  seed  to  the  fellaheen  to  be  paid  for 
after  the  harvest.^  The  experiment  was  successful  and  later 
small  advances  of  money  were  made,  under  like  conditions  and 
with  like  success.*  In  1898  the  National  Bank  of  Egypt  was 
established.*  One  of  the  main  reasons  which  induced  the 
government  to  assent  to  the  creation  of  this  bank  was  its  desire 
to  facilitate  the  extension  of  agricultural  credit  facilities  among 
the  fellaheen.  The  agricultural  credit  operations  of  this  bank 
assumed  such  proportions  by  1902  that  a  separate  institution, 
the  Agricultural  Bank  of  Egypt,  was  organized  to  take  care  of 
them.*  From  June,  1902,  to  March,  1907,  the  paid-up  stock 
and  debenture  capital  of  the  Agricultural  Bank  of  Egypt 
increased  from  £1,250,000  to  £7,240,000.  In  December,  1905, 
the  bank's  outstanding  loans  numbered  185,530,  the  average 
size  of  the  loans  being  about  £32.*^  In  spite  of  this  large  number 
of  small  loans  there  have  been  no  bad  debts,*  foreclosure  pro- 
ceedings have  been  carried  through  in  only  four  instances,' 
liberal  dividends  have  been  paid/  a  substantial  surplus  has  been 
accumulated,*  and  the  common  stock  is  now  quoted  at  a  pre- 
mium of  65  per  cent"  The  Egyptian  government  has  never 
been  called  upon  to  pay  a  cent  on  its  guarantee.  Interest  rates 
on  agricultural  loans  have  been  reduced  throughout  Egypt,  and 
the  bank  has  been  of  untold  benefit  to  the  Egyptian  fellaheen. 

It  is  hardly  to  be  expected  that  an  agricultural  bank  in  the 
Philippines  will  be  able  to  show  such  a  remarkable  record  during 
the  first  few  years  of  its  history  as  has  the  Agricultural  Bank 
of  Egypt.  It  could  fall  far  short  of  that  record  and  still  be  a 
success.  Egypt  has  several  important  advantages  over  the 
Philippines  for  which  allowance  must  be  made  in  con- 
paring  the  two  countries,  as  for  example,  the  richness  of  her 
soil,  the  compactness  of  her  territory,  and  the  relative  certainty 

*  Kemmerer,  Report  on  the  Agricultural  Bank  of  Egypt,  p.  8. 

•Ibid.,  p.  9.    'Ibid.,  p.  10.    ♦Ibid.,  p.  11.     "Ibid.,  p.  15.     'Ibid.,  pp.  23,  33. 
^  Ibid.,  pp.  34,  35. 

*  The  rates  paid  on  the  common  stock  for  the  four  years  the  bank  has  been  in 
operation  have  been  4,  6,  7^,  and  9  per  cent,  respectively. 

*  Ibid.,  p.  60. 

^  Investors^  Monthly  Manual^  August,  1907,  p.  463. 
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of  her  water  supply.  When  due  allowance,  however,  is  made  for 
these  advantages,  the  situation  would  seem  to  justify  one  in 
interpreting  the  remarkable  success  of  the  Agricultural  Bank 
of  Egypt  as  presumptive  evidence  of  a  favorable  outcome  of 
the  experiment  about  to  be  made  in  the  Philippines. 

E.  W.  KeM  MERER. 
Cornell  University. 
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Washington's  influence  throughout  the  country,  and  the  commonly  ac- 
cepted statements  of  his  part  in  the  convention,  p.  280;  why  he  took  no  part 
in  the  debates,  p.  282;  James  Madison  the  leading  spirit  in  the  convention,  p. 
283;  Washington  in  accord  with  Madison's  views,  p.  284;  how  his  influence 
was  probably  exerted,  p.  285. 

T  T  has  always  been  a  matter  of  surprise  and  comment  that 
-*•  George  Washington  took  no  active  part  in  the  proceedings 
of  the  convention  that  framed  our  Federal  Constitution.  The 
only  explanation  offered  is  that  he  was  president  of  that  body 
and  thereby  felt  himself  restrained  from  taking  part  in  the 
debates.  The  one  occasion  when  he  ventured  to  modify  this 
attitude  of  non-participation  was  the  well-known  instance  on 
the  last  day  of  the  Convention's  sessions.  The  Constitution 
was  engrossed  and  was  about  to  be  sig^ned.  Gorham,  of  Mas- 
sachusetts, moved  as  a  last  amendment  that  instead  of  limiting 
the  number  of  members  of  the  House  of  Representatives  to  one 
for  every  forty  thousand  inhabitants,  it  should  be  made  one  for 
every  thirty  thousand.  As  Washington  rose  to  put  the  question, 
he  said,  "that  although  his  situation  had  hitherto  restrained  him 
from  offering  his  sentiments  on  questions  depending  in  the 
House,  and,  it  might  be  thought,  ought  now  to  impose  silence 
on  him,  yet  he  could  not  forbear  expressing  his  wish  that  the 
alteration  proposed  might  take  place,"  and  in  a  few  words  more 
he  gave  his  reasons.  Madison  notes  that  "this  was  the  only 
occasion  on  which  the  President  entered  at  all  into  the  discussions 
of  the  Convention."  Surely  here  is  sufficient  justification  for  the 
statement,  so  commonly  made,  that  Washington  "confined  him- 
self strictly  to  the  duties  of  a  presiding  officer." 

When  the  War  of  the  Revolution  had  resulted  in  the  recog- 
nition of  the  independence  of  the  United  States,  George  Wash- 
ington was  not  merely  the  most  prcwninent,  he  was  the  most 
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respected  and  the  most  influential  person  in  this  country.  As 
commander-in-chief  he  had  experienced  at  first  hand  what  most 
men  only  knew  more  indirectly » namely,  the  intolerable  inefficiency 
of  the  old  government.  His  correspondence  in  the  years  that 
intervened  between  his  retirement  from  the  command  of  the 
army  and  the  calling  of  the  Federal  Convention  rev^eal  his 
thorough  appreciation  of  the  inherent  defects  in  the  government 
under  the  Articles  of  Confederation,  and  his  belief  in  the  neces- 
sity of  radical  measures  to  remedy  those  defects.  Although 
extremely  reluctant  to  serv^e  as  a  delegate  at  Philadelphia,  and 
in  spite  of  a  first  formal  declination  of  his  appointment,  he  was 
finally  induced  to  accept,  because  he  was  persuaded  by  the  opin- 
ions of  his  friends  from  all  parts  of  the  country  that  his  attend- 
ance was  essential  to  the  success  of  the  Convention's  work*  A 
good  argument,  it  is  true,  might  be  made  on  the  other  side, 
that  his  presence  alone  was  sufficient  j  but  when  we  remember 
the  traits  in  Washington's  character  that  rendered  him  capable 
of  accomplishing  so  much:  first,  what  Jeflferson  called  *'prU' 
dence,''  but  which  we  should  better  understand  if  we  termed 
it  **carefulness  in  judgment";  and^  second,  the  determinaticKi, 
which  carried  through  in  spite  of  all  obstacles  and  opposition  the 
decisions  that  were  thus  reached, — when  we  remember  these  and 
the  strength  of  his  convictions  as  to  the  defects  and  the  remedy 
for  those  defects  in  the  Articles  of  Confederation,  it  is  inconceiv- 
able that  he  should  have  remained  an  interested  but  impassive 
spectator  of  what  was  taking  place  in  the  Federal  Convention, 
or  that  he  should  have  been  content  with  impartially  presiding 
over  its  proceedings. 

Inspired  apparently  by  some  such  method  of  reasoning  and  in 
the  absence  of  any  available  evidence,  historical  writers  have  been 
forced  to  draw  upon  their  imaginations  in  order  to  ascribe  to 
Washington  the  credit  that  must  have  been  his  due,  Irving, 
in  his  Lije  of  Washington,  sweepingly  asserts,  **his  well  known 
opinions  influenced  the  whole/'  President  Woodrow  Wilson 
more  guardedly  observes:  "No  mere  parliamentarian  could  have 
given  that  anxious  body  such  steadiness  in  business  or  such  grave 
earnestness  in  counsel  as  it  got  from  his  presence  and  influence 
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in  the  chair."  These  are  reasonable  conjectures  and  no  exception 
to  them  need  be  taken,  but  one  does  protest  against  the  abuse  of 
the  privil^^  of  the  literary  historian  that  results  in  such  a 
statement  as  is  to  be  found  in  Lossing's  Life  of  Washington, 
that  "his  opinions,  concurrent  with  those  of  Hamilton,  were 
firmly  and  strongly  expressed,  and  had  great  influence."  It 
is  not  in  an  effort  to  overthrow  this  belief  in  Washington's 
influence  upon  the  formation  of  our  Constitution,  but  in  an 
attempt  to  give  it  some  tangible  support  by  considering  a  gener- 
ally disregarded  line  of  evidence  that  the  present  paper  is 
conceived. 

By  his  position  in  the  chair,  Washington  was  undoubtedly 
restrained  from  taking  an  active  part  in  the  debates  of  the  Con- 
vention. Perhaps  it  would  be  better  to  say,  he  was  relieved  from 
such  a  course,  for  no  one  was  more  reluctant  than  he  to  partici- 
pate in  formal  debate  or  to  deliver  a  speech  of  any  sort  Yet, 
if  the  occasion  demanded,  as  the  instance  cited  clearly  shows, 
Washington  could  and  would  disregard  the  ordinary  methods 
of  procedure  and  express  his  opinion  on  the  proposal  before 
the  House.  It  would  be  absurd  to  assume  that  Washington's 
views  were  always  in  accord  with  those  of  the  majority  of  the 
delegates,  and  hence  that  there  was  no  necessity  for  his  participa- 
tion in  debate.  He  could  not  foretell  in  many  instances  what 
would  be  the  outcome  of  the  vote,  and  in  several  cases,  as  will  be 
shown,  his  opinions  were  in  opposition  to  those  of  the  majority. 
It  would  not  seem,  however,  to  be  an  unwarrantable  inference 
that,  when  the  sentiment  of  the  Convention  upon  important  ques- 
tions was  in  doubt,  Washington  did  not  feel  called  upon  to 
break  his  silence,  because  his  arguments  and  ideas  were  already 
voiced  by  others  and, — in  his  opinion,  at  least, — more  cogently 
than  he  himself  could  have  expressed  them.  This  construction 
of  Washington's  silence  becomes  more  probable  in  the  light  of 
another  fact.  For  three  whole  weeks — from  May  30th  to 
June  19th — the  important  work  of  the  Convention  was  carried 
on  in  a  Committee  of  the  Whole  House.  During  these  com- 
mittee sessions,  Gorham  was  in  the  chair  and  Washington  was 
on  the  floor.     It  was  then  that  the  Randolph  resolutions  were 
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under  discussion,  that  is,  when  the  determining  principles  of 
the  Constitution  were  being  considered,  and  yet  not  a  word  was 
heard  from  Washington,  There  can  be  but  one  interpretation 
of  this,  and  it  was  expressed  by  Luther  Martin  in  The  Genuine 
Information  delivered  to  the  State  of  Maryland  relative  to  the 
Proceedings  of  the  General  Conzfention,  held  at  Philadelphia  in 
ifSj*  In  deprecating  the  dominating  influence  of  the  large 
Stat^  as  determined  by  the  resolutions  of  the  Committee  of  the 
Whole,  he  says:  "The  Honorable  Mr,  Washington  was  there 
on  the  floor,  in  the  same  situation  with  the  other  members  of 
the  Convention  at  large,  to  oppose  any  system  he  thought  injuri- 
ous, or  to  propose  any  alterations  or  amendments  he  thought 
beneficial*  To  these  propositions  so  reported  by  the  committee, 
no  opposition  was  given  by  that  illustrious  personage,  or  by  the 
president  of  the  state  of  Pennsylvania.  They  both  appeared 
cordially  to  approve  them,  and  to  give  them  their  hearty  concur- 
rence,*' 

To  determine  what  were  Washington's  views  upon  the  various 
questions  that  came  before  the  Convention  would  be  impossible, 
but  our  problem  is  a  simple  one,  namely,  to  find  out  with  whose 
views  he  was  in  sympathy,  and  fortunately  the  answer  is  plain, 

James  Madison  was  undoubtedly  the  leading  spirit  in  the  Fed- 
eral Convention,  indeed,  it  is  possible  to  go  farther  and  declare 
that  he  was  the  master-builder  of  our  Constitution.  This  is 
not  an  over-valuation  of  his  services  caused  by  the  fact  that 
his  report  of  Debates  in  the  Federal  Convention  is  our  only  sat- 
isfactory account  of  those  proceedings,  for  Madison  lays  no 
undue  emphasis  upon  the  part  he  himself  played.  Nor  is  it 
intended  to  belittle  the  invaluable  services  of  many  other  dele- 
gates. But  when  one  studies  the  writings  of  the  Confederation 
period,  and  in  the  hght  of  our  subsequent  knowledge  tries  to 
discover  in  how  far  the  men  of  that  time  appreciated  the  actual 
condition  of  affairs:  and  when  one  goes  farther  and  seeks  to 
learn  how  wise  were  the  remedies  they  proposed*  not  as  philo- 
sophical speculations  but  as  practical  measures  in  keeping  with 
the  historical  development  of  our  country  and  with  the  genius 
of  our  institutions,^ — Madison  stands  preeminent*    His  were  the 
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ideas  that  in  the  main  were  embodied  in  the  so-called  Randolph 
resolutions, — which  from  this  point  of  view  would  be  more  cor- 
rectly known  as  the  Virginia  Plan, — and  which  formed  the 
basis  of  the  Constitution  as  it  was  finally  adopted.  His  import- 
ance in  the  Convention  itself  is  best  described,  perhaps,  by  one  of 
his  fellow  delegates,  William  Pierce  of  Georgia,  in  those  inter- 
esting Sketches  of  the  Characters  who  composed  "the  wisest 
Council  of  the  World" : 

"In  the  management  of  every  g^eat  question  he  [Madison] 
evidently  took  the  lead  in  the  Convention,  and.  ...  he 
always  comes  forward  the  best  informed  Man  of  any  point  in 
debate.  The  affairs  of  the  United  States,  he  perhaps,  has  the 
most  correct  knowledge  of,  of  any  Man  in  the  Union.  "^ 

Madison  is  the  one  with  whose  views  Washington  was  in  the 
closest  accord.  This  is  clearly  revealed  in  the  correspondence 
between  them  preceding  the  meeting  of  the  Convention  in  Phila- 
delphia, and  it  is  strikingly  confirmed  by  a  bit  of  evidence  in 
Madison's  notes  of  the  debates.  As  is  well  known,  voting  in 
the  Convention  was  by  states,  the  majority  of  the  delegates  in 
each  determining  the  vote  of  that  state.  In  a  number  of 
instances,  when  recording  the  votes  on  various  questions, 
Madison  has  noted  the  votes  of  individuals  within  certain  state 
delegations,  evidently  to  explain  the  vote  of  the  state,  or  because 
he  thought  it  important  to  show  the  attitude  of  particular  per- 
sons, on  certain  questions  of  importance.  Six  times  Washing- 
ton's vote  is  thus  recorded,  once  in  the  sessions  of  the  Committee 
of  the  Whole  and  five  times  in  the  regfular  sessions  of  the  House.* 
On  one  other  occasion,  in  a  vote  in  the  Committee  of  the  Whole, 
Madison  notes,  "General  Washington  not  consulted."^  The 
first  thing  that  impresses  one  is  the  fact  that  Washington  did  not 
regard  his  position  in  the  chair  as  restraining  him,  when  occasion 
demanded,  from  voting  just  as  any  other  delegate  on  the  floor 
of  the  Convention.  But  more  important  for  the  present  argu- 
ment is  the  fact  that  in  every  one  of  these  instances,  with  a 
single  exception,  Virginia's  vote  or  the  vote  of  the  whole  Con- 

*  American  Historical  Review ^  iii,  331. 

•Gilpin,  Papers  of  James  Madison^  pp.  783,  I2H,  1316,  1388,  1564-5. 

» Ibid.  837-8. 
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vention  was  against  the  side  of  the  question  supported  by  Madi- 
son ;  and  in  every  instance,  with  a  single  exception  again,  Wash- 
ington and  Madison  voted  together.  In  the  pne  case  in  which 
they  voted  on  opposite  sides — on  the  question  as  to  the  exclusive 
originating  of  money-bills  in  the  House  of  Representatives — 
Madison  is  particular  to  note  with  regard  to  Washington :  "He 
disapproved,  and  till  now  voted  against,  the  exclusive  privilege. 
He  gave  up  his  judgment,  he  said,  because  it  was  not  of  very 
material  weight  with  him,  and  was  made  an  essential  point  with 
others,  who,  if  disappointed,  might  be  less  cordial  in  other  points 
of  real  weight." 

The  evidence  is  so  plain  and  the  conclusions  are  so  obvious 
that  comment  would  be  superfluous.  Not  only  have  we  been 
able  to  establish  fairly  conclusively  that  Washington  allied  him- 
self in  general  with  the  large  States  or  National  Party  in  the 
Convention,  but  it  is  also  fairly  certain  that  he  supported  Madi- 
son's views  in  particular.  Inasmuch  as  Madison  was  such  an 
able  advocate,  it  is  readily  understandable  in  view  of  all  circum- 
stances that  Washington  should  have  been  content  with  giving 
his  support.  Whether  his  support  amounted  to  anything  beyond 
the  simple  casting  of  his  vote,  must  remain  a  matter  of  conjec- 
ture. As  WT  have  seen^  Madison  evidently  laid  considerable 
stress  upon  this  particular  form,  but  Washington  could  have 
accomplished  much  more  had  he  cared  to  do  so.  Many  contem- 
poraries bear  witness  to  the  importance  of  Washington's  influ- 
ence upon  the  people  at  large  in  favor  of  the  new  government, 
through  the  mere  fact  of  his  having  been  a  member  of  the  Con- 
vention and  his  name  being  attached  to  the  Constitution.  And 
there  is  sufficient  evidence  to  establish  his  great  influence  within 
the  Convention  itself:  He  was  Galled  to  the  chair  by  the  unani- 
mous voice  of  the  delegates;  Luther  Martin  showed,  in  the 
passage  from  his  Genuine  Information  that  has  been  cited,  how 
much  importance  he  attached  to  Washington's  attitude  upon 
certain  questions;  Gouvemeur  Morris  once  veiled  a  threat  that, 
if  certain  things  were  intended,  Washington  "would  pretty 
quickly  leave  us'';'  and  in  the  case  of  the  proposed  change  in 

'  See  Dff€ummiafy  ffiihry  &f  ike  CmsHimHmt,  vol,  i\\,  p.  645. 
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the  ratio  of  representation,  although  it  had  been  a  matter  of 
serious  disagreement  before,  when  advocated  by  Washington, 
it  was  passed  unaijimously  without  further  discussicm.  His  was 
evidently  a  name  to  conjure  with,  and  it  would  be  against  all 
human  nature  if  the  men  with  whom  he  sided  did  not  make 
the  most  of  that  fact.  If  Washington  were  willing  to  exercise 
his  personal  influence  as  opportunity  was  given  in  intercourse 
with  the  delegates,  he  could  have  accc«nplished  much.  At  the 
time  of  greatest  pressure,  the  daily  sessions  of  the  Convention 
were  only  from  ten  o'clock  in  the  morning  to  four  o'clock  in 
the  afternoon.  There  must  have  been  much  of  informal  dis- 
cussion outside  of  these  hours  as  the  delegates  met  in  the  rooms 
of  one  or  another  of  tiieir  number.  From  Washington's  diary 
we  know  that  he  frequently  called  upon  various  members  of  the 
Convention,  sometimes  to  dine,  sometimes  only  to  take  tea  with 
them  in  the  afternoon.  At  other  times  there  were  semi-formal 
gatherings — ^they  might  almost  be  termed  caucuses — of  particular 
parties  or  groups.  Certainly  before  the  Convention  had  formally 
organized  Washington  did  not  hesitate  to  express  his  opinion 
when  the  delegfates  were  together.  Gouvemeur  Morris,  in  his 
Oration  upon  the  Death  of  Washington,  cites  such  an  instance. 
It  was  when  a  sufficient  number  of  delegates  had  not  yet  arrived 
to  form  a  quorum  and  in  the  general  uncertainty  many  were 
afraid  of  radical  measures  through  fear  of  alienating  the  people, 
but  Washington  took  a  decided  stand  in  favor  of  a  form  of 
government  that  they  themselves  could  approve,  no  matter  what 
might  be  the  outcome. 

Surely  it  is  not  an  unreasonable  assumption,  that  as  oppor- 
tunity was  afforded  Washington  expressed  his  opinion  and,  in 
a  perfectly  proper  way,  exerted  his  influence  in  favor  of  measures 
in  which  he  so  heartily  believed.  It  is  even  possible  that  he  went 
still  farther  and  in  his  position  as  presiding  officer,  consciously 
or  unconsciously,  influenced  the  decisions  of  the  Convention. 
An  amusing  anecdote  by  Pierce*  indicates  the  respect  amounting 
almost  to  awe  inspired  in  the  delegates  by  his  manner  in  the 
chair,  and  another,  but  not  well  authenticated  story  shows  how 

*  American  Historical  /Review,  iii,  524-525. 
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this  influence  might  have  been  exerted  to  determine  the  course 
of  proceedings  in  accordance  with  Washington's  views/ 

But  even  if  one  is  not  willing  to  go  to  the  extreme  just  sug- 
gested, it  would  seem  to  be  fairly  well  established  that  Washing- 
ton favored  a  strong  national  government;  that  in  the  Federal 
Convention  he  aligned  himself  with  those  who  were  carrying 
out  a  definite  policy;  and  that  he  and  Madison  worked  in  har- 
mony. Madison's  views  were  the  most  influential  in  the  framing 
of  the  Constitution  and,  just  as  we  ascribe  no  small  part  of  the 
success  in  bringing  about  the  ratification  of  that  constitution  to 
the  factor  of  Washington's  support,  it  is  hardly  too  much  to 
add  that  Washington's  influence,  however  it  may  have  been 
exerted,  was  important  and  perhaps  decisive  in  determining  the 
results  within  the  Federal  Convention  itself. 

Max  Farrand. 
Stanford  University. 


*  The  story  in  question  is  related  by  one  William  Steele  upon  the  authority  of 
Jonathan  Dayton.  It  was  first  made  public  in  1826,  receiWng  rather  wide  circu- 
lation in  the  newspapers  of  that  time,  and  was  reprinted  in  1850  in  the  Nrm 
York  Observer  and  Littelts  Living  Age,  The  point  of  the  story  lies  in  Hamilton's 
opposition  to  Franklin's  motion  for  the  reading  of  prayers  when  the  Convention 
seemed  likely  to  break  up  before  the  adoption  of  the  *' great  compromise.** 
Incidentally  Washington  is  pictured  as  frowning  his  dislike  and  beaming  his 
approval  of  the  sentiments  that  were  uttered. 
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A  SINGLE  piece  of  freak  legislation  now  and  then  and  an 
isolated  instance  of  corruption  here  and  there  have  been 
made  by  the  public  the  occasion  of  placing  a  low  estimate  upon 
the  intelligence  and  integrity  of  all  state  legislators.  The  truth 
justifies  no  such  judgment.  On  the  contrary,  the  legislators  of 
the  various  states  are  as  a  class  keen,  bright,  honest  men  who 
have  been  successful  at  least  in  a  small  way  in  business  or  profes- 
sion. They  are  for  the  most  part  inexperienced  in  legislative 
work,  have  had  no  special  training  for  it,  and  have  had  no 
opportunity  to  give  legislative  problems  any  study.  They  have 
been  hurried  through  a  political  campaign,  have  hastily 
arranged  their  business  affairs  for  the  winter's  absence,  and  find 
themselves  in  their  seats  at  the  capitol  with  only  the  most  vague 
and  general  ideas  as  to  their  duties. 

The  party  leaders  stand  ready  to  help  in  legislation,  but  they 
represent  temporary  partisan  principles  rather  than  permanent 
public  interests,  and  their  help  may  well  prove  a  hindrance. 
Aside  from  these  leaders  the  average  legislator  is  wholly  without 
assistance.  He  is  ignorant  of  the  existing  law  and  procedure; 
knows  little  of  economic  principles ;  has  had  no  experience  in  the 
use  of  legislative  forms ;  is  unskilled  in  the  accurate  use  of 
legal  phraseology.  Worst  of  all,  he  knows  nothing  of  legislation 
elsewhere  and  can  profit  not  at  all  by  the  experience  of  other 
states  and  countries.     He  is  ignorant  as  to  all  these  things  not 
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because  he  is  an  i^orant  man,  but  because  his  knowledge  is  of 
other  things. 

But  withal  he  is  probably  a  better  legislator  than  the  technical 
lawyer  or  the  visionary  scholar  Common  sense  is  better  than 
knowledge  too  special  in  its  scope,  and  the  ordinary  legislator's 
very  ignorance  of  detail  gives  him  a  clearer  perspective  than 
either  lawyer  or  scholar  and  better  enables  htm  to  solve  legisla- 
tive problems;  provided  always,  however,  that  he  can  have 
impartially  presented  to  him  accurate  facts  and  sound  principles 
of  legislation. 

The  problem  with  which  each  legislator  is  confronted  is  not 
a  simple  one.  The  difficulty  of  the  legislative  problem  constantly 
and  rapidly  increases  as  social  and  economic  conditions  become 
more  complex.  Indeed  the  needs  of  society  have  become  so 
varied  that  a  political  legislature  unassisted  is  well  nigh  help- 
less to  meet  them.  Yet  the  member  of  the  modem  legislature  is 
expected  to  legislate  upon  subjects  arising  out  of  modem  complex 
conditions:  first,  in  proper  legislative  form;  second,  in  simple 
language  to  be  understood  by  laymen,  but  with  definite  legal 
significance ;  third,  in  a  manner  consistent  with  existing  law  and 
procedure;  fourth,  in  a  manner  embodying  sound  economic 
principles;  fifth,  without  violation  of  party  or  personal  pre- 
election pledges ;  sixth,  without  coming  into  conflict  with  consti- 
tutional limitations,  state  or  federal. 

The  average  legislator  cannot  be  corrupted.  There  is  danger, 
however,  that  he  may  be  misled  to  form  wrong  judgments  on 
questions  l>efore  him.  Indeed  the  lobbyist  who  depends  for 
success  upon  direct  attack  upon  the  integrity  of  the  legislators 
would  be  considered  a  crude  bungler.  The  successful  lobbyist/ 
must  be  intelligent,  tactful,  pleasing,  and  frank  The  task  before 
him  is  to  get  into  the  legislative  mind  a  set  of  facts  and  sugges- 
tions that  will  lead  to  results  favorable  to  his  interests  without 
letting  the  legislator  realize  the  source  or  purpose  of  the  knowl- 
edge or  suggestion.  The  legislator  then  lacks  neither  integrity 
nor  general  intelligence.  What  he  does  lack  is  a  source  from 
which  he  can  obtain  complete  information  and  intelligent 
unbiased    suggestions   on    legislative    topics.      He   needs,    too, 
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assistance  in  putting  his  measure  into  proper  form.  To  be  this 
source  and  to  render  this  assistance  is  the  function  of  the  legisla- 
tive reference  department. 

The  Wisconsin  legislative  reference  department  is  the  pioneer 
among  the  departments  instituted  by  the  various  states.  It 
is  under  the  control  of  the  free  library  commission  of  Wisconsin; 
the  president  of  the  state  university,  Charles  Van  Hise,  the 
secretary  of  the  state  historical  society,  Reuben  G.  Thwaites,  the 
state  superintendent  of  public  instruction,  C  P.  Cary,  are  all 
ex  officio  members  of  this  commission.  In  addition  there  are  two 
other  members  appointed  by  the  governor  for  a  term  of  five  years 
each.  So  constituted,  the  commission  is  nonpartisan  and  no 
politics  has  ever  crept  into  the  legislative  department. 

The  department  at  Madison  does  not  maintain  an  extensive  or 
expensive  library.  There  is  in  the  city  a  complete  state  law 
library,  a  large  state  historical  society  library,  the  state  university 
library,  and  the  city  library.  A  book  found  in  one  of  the  other 
libraries  in  the  city  is  not  duplicated  in  the  legislative  reference 
library  unless  it  has  a  direct  bearing  upon  legislation  and  would 
be  in  constant  demand.  It  is  rather  made  available  by  being 
indexed  and  by  an  arrangement  to  transfer  it  temporarily  to  the 
legislative  library  when  it  is  needed.  Arrangements  have  also 
been  made  to  temporarily  procure  books  from  other  cities  and 
even  from  other  states. 

It  is  a  primary  purpose  to  make  the  library  the  depository  of  all 
kinds  of  documents  relating  to  the  legislation  of  the  other  states, 
of  the  federal  government,  and  of  foreign  countries.  It  is  to  be 
remarked  that  the  legislative  problems  before  all  civilized  com- 
munities are  essentially  similar.  Everywhere  are  problems 
•growing  out  of  crime  and  pauperism;  marriage  and  divorce 
problems;  problems  relating  to  hours  of  labor,  child  labor,  and 
wages;  various  problems  connected  with  the  relation  of  labor 
and  capital  and  the  rights  and  duties  of  both ;  problems  arising 
out  of  insurance,  inheritance,  taxation,  and  the  regulation  of 
public  service  corporations.  What  the  legislator  needs  to  know  is 
what  efforts  other  communities  are  making  to  solve  these  problems 
and  how  they  are  succeeding,  so  that  good  measures  may  be 
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adopted  from  other  communities  and  failures  need  not  be 
duplicated. 

Prior  to  each  session  a  special  effort  is  made  to  get  copies  of 
every  law  on  every  subject  which  is  likely  to  be  legislated  upon 
at  the  current  session.  All  data  bearing  upon  the  success  or 
failure  of  the  legislation  enacted  in  other  states  and  countries  are 
also  collected.  If  a  measure  has  failed  or  has  been  repealed,  the 
reasons  for  the  failure  or  repeal  are  sought.  If  it  has  been  suc- 
cessful, its  provisions  are  carefully  studied  and  analyzed  with  a 
view  to  their  adaptibility  to  local  needs. 

Books  are  not  always  nor  often  up  to  date  on  current  legisla- 
tion, and  hence  letters,  legal  briefs,  and  articles  and  clippings 
upon  legislative  subjects  are  carefully  collected  and  classified. 
Experts,  including  both  university  men  and  men  of  practical 
experience,  are  asked  to  make  criticism  and  comment  upon  exist- 
ing legislation.  A  store  of  critical  data  has  been  thus  collected. 
Every  effort  has  been  made  to  so  classify  and  arrange  material 
as  to  render  it  quickly  accessible  and  to  place  it  in  such  form 
as  to  make  it  understandable  to  the  man  who  desires  to  make  a 
hurried  study  of  any  question. 

What  is  wanted  is  not  so  much  an  exhaustive  study  of  a  subject 
as  a  concise  presentation  of  it.  A  mass  of  material  which  might 
be  of  great  value  to  the  university  man  with  leisure  to  go  into  a 
subject  in  a  scholarly  way  would  be  in  too  much  detail  to  be  of 
use  to  the  legislator  in  his  hurried  view  of  the  same  subject. 
One  of  the  problems  in  collecting  the  material  is  to  keep  it  concise 
and  to  prevent  it  from  growing  to  unnecessarily  large  proportions. 

The  department  in  its  work  carefully  avoids  any  appearance 
of  influencing  legislation.  The  prerogative  of  the  legislator  to 
make  laws  is  carefully  guarded.  No  legislation  is,  even  sug- 
gested by  the  department.  It  does  no  drafting  whatever  except 
at  the  request  of  a  legislator.  The  legislator  must  first  know 
what  he  wants  and  can  then  go  to  the  department  for  help.  It 
originates  no  legislative  ideas  whatever,  but  places  itself  in  a 
position  to  aid  in  working  out  and  improving  the  legislator's 
ideas. 

It  has  been  suggested  that  a  partisan  or  corrupt  department 
might  do  incalculable  harm.     So  might  a  partisan  or  corrupt 
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court.  But  as  the  very  existence  of  the  department  is  dependent 
upon  the  legislature  and  its  continued  appropriations,  corruption 
would  speedily  spell  extermination. 

At  the  head  of  the  department  is  Dr.  Charles  McCarthy.  He 
is  a  graduate  of  Brown  University  and  has  a  Ph.D.  degree 
from  the  University  of  Wisconsin.  He  has  a  knowledge  of 
constitutional  and  common  law,  is  a  close  student  of  political 
science  and  economics,  and  is  familiar  with  legislative  forms 
and  with  legislation  throughout  this  country  and  Europe.  He 
has,  moreover,  rare  tact  in  dealing  with  the  men  with  whom  he 
comes  in  contact. 

There  is  under  him  a  cataloguer  who  not  only  knows  indexing, 
but  knows  enough  of  law,  economics,  and  legislation  to  classify 
and  index  intelligently  the  great  variety  of  material  which  this 
department  is  constantly  collecting. 

Another  assistant  is  a  close  student  of  social  and  economic 
conditions  and  well  fitted  to  do  research  work.  This  assistant 
each  year  writes  a  number  of  valuable  bulletins  upon  the  ques- 
tions likely  to  interest  legislators. 

During  the  last  session  of  the  legislature  three  lawyers  were 
engaged  in  drafting  bills,  consulting  with  legislators,  and  in 
studying  and  briefing  legal  questions  connected  with  legislation. 

Dr.  McCarthy  lectures  at  the  University  of  Wisconsin  upon 
practical  legislation.  His  students,  mostly  graduates,  do  exten- 
sive research  work  under  his  direction  and  give  to  the  department 
the  results  of  their  work.  These  students  are  also  drafted  in  as 
assistants  during  the  legislative  session  and  do  valuable  work  for 
members  of  the  legislature. 

This  department  makes  every  effort  to  bring  the  legislators 
into  contact  with  the  university  professors  who  are  dealing  with 
subjects  parallel  to  those  legislated  upon.  Inquiries  as  to  con- 
stitutionality are  referred  to  the  law  school  men.  The  engineer- 
ing department  of  the  university  is  called  in  when  questions 
as  to  water  power,  dams,  drainage,  and  similar  subjects  are 
before  the  legislature.  The  agricultural  department  is  consulted 
on  such  questions  as  Canada  thistles,  bovine  tuberculosis,  and 
all    scientific   phases   of   practical   agricultural   subjects.      The 
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opinions  of  the  men  in  the  departments  of  economics  are  sought 
in  regard  to  legislation  along  the  line  of  taxation,  regulation 
of  public  service  corporations^  and  similar  subjects. 

The  recent  Wisconsin  public  utility  law  has  been  pronounced 
by  some  to  be  the  most  complete  law  providing  for  regulation 
of  public  service  corporations  ever  enacted  The  department 
actively  assisted  in  drafting  the  law,  and  a  brief  account  of  the 
method  pursued  with  reference  to  this  measure  would  give  an 
excellent  idea  of  the  methods  employed  in  the  department 

Well  along  in  the  session  some  of  the  members  of  the  com- 
mittee having  in  charge  the  subject  came  to  the  conclusion  that 
no  bill  before  the  legislature  adequately  dealt  with  the  regulation 
of  public  utilities.  Three  of  the  committee  came  to  the  legisla- 
tive department  and  after  stating  the  situation  made  the  request 
that  the  department  assist  in  drafting  a  complete  law  providing 
for  the  regulation  of  public  utilities. 

The  department  at  once  detailed  one  of  the  lawyers  employed 
in  the  department  as  draftsman.  Prof,  John  R,  Commons,  of 
the  University  of  Wisconsin^  who  had  long  been  a  student  of 
questions  relating  to  public  utilities  and  who  had  made  extensive 
investigations  in  America  and  abroad,  was  called  in  for  consulta- 
tion and  placed  himself  at  the  service  of  the  committee*  Several 
conferences  were  held  and  the  general  plan  of  the  bill  which  the 
legislators  desired  was  mapped  out  The  draftsman,  Prof, 
Commons,  and  the  committee  then  began  the  work  of  drafting 
the  bill  They  first  made  a  study  of  all  legislation  bearing  upon 
regulation  of  public  service  corporations.  The  Interstate  Com- 
merce Act,  the  Massachusetts  law  regulating  gas  and  electric 
light  plants,  the  existing  New  York  legislation,  and  also  the 
proposed  New  York  public  utility  law  were  given  special  atten- 
tion. The  railroad  commission  law  of  Wisconsin  enacted  two 
years  previous  was  made  the  basis  of  the  new  law  so  far  as 
the  procedure  was  concerned,  and  the  railroad  commission  created 
by  the  former  law  was  given  jurisdiction  of  public  utilities*  The 
decisions  of  the  various  courts  relative  to  regulation  of  public 
service  corporations  were  studied.  Wherever  possible  language 
which  had  been  construed  by  the  courts  was  used*  In  some 
so 
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cases  a  phrase  or  word  was  used  only  after  an  exhaustive  study 
of  decisions  lasting  several  days.  Experts  in  various  parts  of 
the  country  were  consulted  as  to  special  features  and  their  sug- 
gestions carefully  considered.  When  a  complete  draft  of  the  bill 
was  made  it  was  printed.  The  department  sent  copies  of  the 
bill  to  every  man  who  was  supposed  to  have  any  special  knowl- 
edge of  the  subjects  or  any  feature  of  it.  Copies  were  sent  to 
University  men,  to  practical  experts,  to  managers  and  superin- 
tendents of  public  utilities,  to  lawyers  and  judges,  and  to  mayors 
and  aldermen  of  various 'cities.  All  were  asked  to  comment 
upon  and  criticise  the  measure.  Many  financially  interested 
responded  in  a  disinterested  manner  with  valuable  suggestions. 

The  joint  committee  of  the  two  legislative  houses  then  held 
public  hearings  at  which  the  fullest  opportunity  was  given  for 
arguments  and  suggestions. 

The  representatives  of  the  legislative  reference  department 
were  present  at  these  hearings,  as  were  also  Prof.  Commons  and 
other  imiversity  men.  All  arguments  advanced  before  the  com- 
mittee were  taken  in  shorthand,  and  a  typewritten  report  later 
became  a  part  of  the  records  of  the  reference  department  and 
was  also  used  by  the  committee  in  their  executive  sessions, 
The  facts  stated,  court  decisions  cited,  and  economic  principles 
advanced  by  those  making  arguments  upon  the  hearings  were 
subjected  to  careful  verification.  After  the  hearings  closed, 
the  committee  took  up  in  detail  all  suggested  changes.  Each 
suggestion  was  subjected  to  close  scrutiny.  Arguments  pro  and 
con  were  considered  and  weighed.  Some  suggestions  were 
accepted  and  incorporated  into  the  measure,  many  were  rejected. 
Special  attention  was  given  to  every  suggestion  of  unconstitu- 
tionality and  no  claim  that  injustice  would  result  from  any 
feature  of  the  law  was  ignored. 

A  somewhat  unique  situation  thus  developed.  Here  were 
legislators,  experienced  draftsmen,  eminent  economists  of  the 
university,  high-priced  legal  counsel  and  experts  representing 
special  interests  affected,  state  and  city  officials,  as  well  as  public- 
spirited  lawyers  and  other  citizens  interested  in  behalf  of  the 
public,   all  centering  their  efforts   and  contributing  their  best 
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thought  toward  the  framing  of  a  single  law.  That  such  a  situa- 
tion developed  was  in  a  large  degree  due  to  the  legislative  refer- 
ence department. 

The  law  is  as  yet  untested.  It  would  seem,  however,  that  the 
results  of  such  a  centering  of  thought  ought  to  be  good,  and  the 
practical  operation  of  the  law  will  be  watched  with  interest. 

The  work  of  the  Wisconsin  department  has  been  accomplished 
at  a  surprisingly  small  expense  to  the  state.  The  department 
began  operation  five  years  ago  upon  an  annual  appropriation  of 
fifteen  hundred  dollars,  covering  all  salaries,  wages,  purchases 
and  current  expenses.  The  appropriation  was  raised  to  twenty- 
five  hundred  in  1903  and  to  forty-five  hundred  in  1905.  ' 

That  the  small  investment  produced  good  returns  is  evidenced 
by  the  fact  that  the  legislature  of  1907,  a  few  days  after  it  con- 
vened, made  an  appropriation  of  five  thousand  dollars  to  cover 
the  expense  of  special  work  during  the  session  including  the 
drafting  of  bills.  Later  in  the  session  the  annual  appropriation 
was  raised  to  fifteen  thousand  dollars. 

M.  S.  Dudgeon. 
Madison*  Wise 


DISTRIBUTION  OF  IMMIGRANTS. 


CONTENTS. 

Current  view  of  tendency  toward  cities.  Influence  of  port  of  entry,  p.  298; 
rural  character  of  immigrants,  p.  299;  city  tendency  of  recent  as  compared 
with  earlier  immigrants,  p.  281;  influence  of  departures,  p.  305;  distribution 
according  to  length  of  residence  in  the  United  States,  p.  J05;  Italians  and 
Germans  compared,  p.  307;  summary,  p.  310. 

THE  issue  of  the  Quarterly  Journal  of  Economics  for  August, 
1906,  contains  an  article  by  Walter  F.  Willcox,  entitled 
"The  Distribution  of  Immigrants  in  the  United  States."  The 
purpose  of  that  article  is  to  confute  the  popular  idea  in  regard 
to  the  tendency  of  immigrants  toward  the  large  cities  of  the 
United  States.  The  conclusions  reached  are  so  widely  at  vari- 
ance with  the  accepted  notions  on  the  subject  that  they  dbal- 
lenge  attention  and  justify  a  careful  investigation  into  the  lines 
of  argument  by  which  they  are  reached.  The  following  paper  is 
the  result  of  such  an  investigation  and  is  offered  in  the  hope  that 
the  discussion  therein  contained  may  be  of  some  slight  assistance 
in  arriving  at  a  true  understanding  of  this  important  matter. 
It  is  based  directly  oti  Prof.  Willcox's  article,  and  we  will  at 
once  proceed  to  review  the  main  points  touched  upon  by  Prof. 
Willcox  and  seek  to  determine  how  far  his  contentions  are  made 
good. 

From  a  large  number  of  quotations  he  deduces  the  following 
five  points  as  defining  the  gist  of  public  opinion  on  the  matter  in 
question : 

*T.  The  foreign-born  population  of  the  United  States  has  a 
stronger  tendency  toward  cities  than  the  native  population. 

"11.  This  tendency  is  much  stronger  among  recent  immigrants 
than  among  those  who  entered  the  country  (United  States)  a 
generation  ago. 

"III.  It  is  much  stronger  among  illiterate  immigrants  than  it 
is  among  those  who  can  write  some  language. 

"IV.  This  tendency  is  disadvantageous  to  the  immigrants  and 
an  economic  and  social  danger  to  the  United  States. 
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"V.  The  evil  results  of  this  tendency  are  so  great  as  to  neces- 
sitate the  creation  of  agencies,  Federal,  State  or  private,  to 
counteract  or  correct  it." 

In  the  consideration  of  point  L  the  author  gives  first  the 
evidence  on  the  popular  side  of  the  question,  namely,  the  figures 
from  the  Report  of  the  Industrial  Commission  showing  that  iti  y* 
1890,  in  the  124  cities  having  a  population  of  at  least  25,000,  the 
foreign-bom  were  29.2  per  cent,  of  the  total  population,  while  in 
the  rest  of  the  United  States  they  were  only  10,6  per  cent.  In 
1900  in  the  160  cities  of  like  size  the  foreign-bom  were  26.4  per 
cent.,  and  in  the  rest  of  the  United  States  g.4  per  cent.  But  these 
figures  include  the  whole  United  States,  and  the  author  claims 
that  they  do  not  represent  the  case  fairly  because  ''the  South  is 
mainly  rural  and  also  comparatively  unattractive  to  the  immi- 
grant." Accordingly  he  leaves  out  the  South  and  counts  the 
North  Atlantic,  North  Central,  and  Western  Divisions,  and  by  so 
doing  secures  figures  which  are  more  favorable  to  his  contention, 
though  the  classification  in  this  second  set  of  figures  is  so  dif- 
ferent from  that  in  the  former  that  the  two  can  not  be  closely 
compared.  Counting  all  cities  above  2,500^  we  find  25.1  per  cent 
of  the  population  foreign-born  and  in  the  country  districts  12.7 
per  cent.  These  figures,  while  not  as  extreme  as  the  previous 
ones,  would  still  be  taken  as  ^rima  facie  evidence  of  a  tetidency 


toward  city  Hfe  twice  as  strong  among  the  foreTga-bom  as  among 
the  native-bom.  But  Prof.  Willcox  claims  that  such  a  conclu 
sion  is  erroneous  and  calls  attention  to  the  different  conditions 
under  which  the  two  classes  begin  life  in  the  United  States,  The 
native  arriving  in  the  United  States  by  birth  usually  begins  life 
in  the  country,  while  the  foreigner  almost  always  begins  his 
American  life  in  a  city.  To  prove  this  point  many  figures  are 
adduced  with  which  we  have  no  fault  to  find.  This  fact,  he 
claims,  should  be  carefully  considered  when  estimating  the 
tendency  to  city  life. 

To  contradict  the  idea  that  immigrants  tend  to  stagnate  in 
the  cities  on  the  Atlantic  s^i)oard,  the  author  then  goes  aa  to 
show  that  at  least  80.9  per  cent,  of  the  foreign*bom  in  the  United 
States  had  left  the  city  of  arrival  at  the  time  the  census  of  1900 
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was  taken.  At  least  seven  in  ten  of  the  immigrants  arrive  in 
New  York  City,  so  the  crowds  of  immigrants  found  there  at 
any  time,  he  says,  are  no  evidence  of  a  tendency  to  stagnate 

/  there.  His  conclusion,  then,  in  r^^d  to  point  I  is  that,  taking 
all  these  facts  into  consideration,  there  is  no  evidence  of  a  greater 
tendency  toward  cities  among  the  foreign-bom  than  among  the 
native-bom.  Let  us  examine  his  argimient  and  see  how  far  it  is 
conclusive. 

In  the  first  place,  the  fact  is  admitted  that  the  ratio  of  foreign- 
bom  to  total  population  in  the  cities  of  the  whole  United  States 

.  is  almost  three  times  that  in  the  rest  of  the  country.  But  Prof. 
-/  Willcox  says  that  in  faimess  we  must  exclude  the  South  from 
this  computation  on  the  ground  that  it  is  "mainly  rural"  and 
"comparatively  unattractive  to  the  immigrant."  Why.  we  ask,  is 
it  unattractive  to  the  immigrant  ?  Is  it  because  of  climate  ?  This 
seems  hardly  probable,  for  the  climate  of  the  South  is  more 
like  that  of  the  countries  from  which  many  of  the  immigrants 
come  than  is  that  of  the  North.  The  trend  of  immigration 
throughout  the  history  of  the  world  has  always  been  toward 
more  southern  countries.  There  must  be  some  positive  reason 
to  direct  the  course  in  the  opposite  direction.      Is  the  South 

/  imattractive  to  the  immigrant  because  it  is  "mainly  rurar*? 
If  so,  the  question  is  begged  at  the  outset.  If  there  is  some  other 
reason,  the  validity  of  the  argument  demands  that  it  be  produced. 
Furthermore,  in  comparing  the  tendency  of  native-bern  and 
foreign-bom  to  city  life,  is  it  fair  to  arbitrarily  exclude  from 
the  computation  one  great  section  of  the  native-born  who  are  by 
preference  mainly  mral,  and  would  alter  the  general  average 
very  considerably  in  favor  of  the  country?     It  hardly  seems  so. 

/  But  the  crux  of  Prof.  Willcox's  argument  on  this  point  is  the 
fact  that  nine-tenths  of  the  immigrants  enter  the  United  States 
at  a  city  of  100,000  or  more,  whereas  the  majority  of  the  native- 
bom  begin  life  in  the  country.  But  this  can  hardly  be  considered 
a  just  comparison.  The  significance  of  the  author's  point  may 
be  briefly  expressed  Sis  follows:  Suppose  nine-tenths  of  the 
immigrants  enter  in  cities  and  only  two-fifths  of  the  native-bom 
b^n  life  in  cities.     If,  when  the  census  is  taken,  nine-tenths  of 
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the  foreign-born  and  two-fifths  of  the  native-born  are  found 
living  in  cities,  it  shows,  according  to  the  argument,  no  greater 
tendency  toward  city  life  on  the  part  of  the  former  than  of  the  / 
latter.     On  the  other  hand,  any  decrease  in  the  proportion  of 
foreign-born  in  the  cities  is  clear  evidence  of  a  greater  relative 
tendency  toward  the  country. 

Such  a  conception  of  **city  tendency**  does  not  appear  to  be 
sufficiently  vital  to  be  given  much  weight  in  determining  the 
effect  of  foreign  immigration  on  the  United  States*  The  above 
argument  might  be  employed  to  show  that  foreigners  do  not  tend 
to  migrate  from  rural  to  urban  localities;  but  it  can  not  be  used 
to  show  that  they  do  not  tend  to  stagnate  in  cities.  The  problem 
is  one  of  congestion,  not  of  migration.  The  point  which  it  is 
important  for  us  to  determine  is  whether  or  no  the  change  of 
location  which  the  immigrants  experience  on  coming  to  the 
United  States  leads  those  aliens  who  naturally  belong  to  the  rural  / 
population  to  settle  in  cities  in  a  larger  proportion  than  do  the 
country-born  of  our  native  population.  Whether  or  not  an 
immigrant  belongs  to  the  rural  population  depends  not  on  his 
point  of  arrival  in  the  United  States,  but  on  where  he  starts  from  I 
when  he  comes  h€re*  "Tfa  peasant~from  a  little  village  iff  Italy 
ccHnes  to  this  country  and  ten  years  later  is  found  in  a  city,  it 
is  evidence  of  a  tendency  toward  the  city;  it  makes  no  difference 
where  he  landed.  Statistics  upon  this  point  are  unfortunately 
not  to  be  had.  We  must  rely  on  general  information  and 
the  statements  of  investigators.  Very  unportant  testimony  is 
furnished  by  M.  Rene  Gonnard  in  his  recent  book,  L'Emigratian 
Europeene  au  XIXe  Siecle.  In  discussing  the  future  of  emigra- 
tion from  the  European  point  of  view,  he  considers  as  funda- 
mental the  predominantly  agricultural  character  of  the  emigrants. 
Such  sentences  as  these  are  numerous:  '*II  faut  se  rappeler 
d'autre  part  que  si,  dans  un  grand  nombre  de  pays,  Temigration 
est  surtout  le  fait  des  classes  ru rales,  dans  Royaume-Uni  elle  est 
le  fait  de  toutes  les  classes  sans  exception.  *  ♦  *  *  Ce 
qu'il  importe  de  retenir,  c'est  que,  presque  seule,  TAngletetre 
potivait  soutenir  une  emigration  considerable  sans  le  concours 
des  classes  rurales"    (pp.  24-25),     But  later  he  shows  that  even 
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in  the  United  Kingdom  the  amount  of  emigration  varies  with  the 
agricultural  nature  of  the  locality,  the  order  being  Ireland, 
Scotland,  England  (p.  38). 

Speaking  of  the  German  emigration,  he  says,  "D'abord  elle 
est  essentiellement  rurale"  (p.  99).  "Aussi  bien  nous  Tavons 
vu,  c'etait  en  AUemagne  Telement  rural  qui  foumissait  les  gros 
contingents  de  Temigration"  (p.  126).  Of  the  Italians,  he  says, 
"Toutes  les  provinces  italienne  qui  donnent  a  remigration  le  plus 
fort  contingent,  sont  des  provinces  essentiellement  agricoles: 
ainsi  se  verifie  une  fois  de  plus  la  remarque  que  nous  avons  faite 
a  propos  de  TAllemagne,  que  les  masses  emigrantes  sont  des 
masses  rurales"  (p.  190).  Poland,  he  says  (p.  275),  being  more 
industrialized  than  Russia,  does  not  furnish  the  materials  of 
emigration  to  such  an  extent  as  do  the  rural  classes  of  the  latter. 
Quoting  from  an  Austrian  economist,  Count  Mailath,  he  says  of 
the  impoverishing  effects  of  Austrian  emigration,  "ces  effets 
funestes  se  font  sentir  surtout  dans  Tagriculture"  (p.  280). 

Mr.  Broughton  Brandenburg  in  his  book,  "Imported  Ameri- 
cans," mentions  fearing  that  a  town  of  5,000  people  "would  be 
much  too  large  a  community  to  yield  the  typical  country  family 
such  as  we  had  found  made  up  the  great  mass  of  Italian  immi- 
grants." Miss  Emily  G.  Balch  in  her  articles  on  "Slav  Immi- 
gration at  its  Source"  states  that  "the  life  from  which  the 
emigrant  mostly  comes  is  the  old  peasant  life,"  and  later  in 
speaking  of  the  separate  races  she  makes  it  clear  that  they  come 
mainly  from  agricultural  districts.^ 

In  so  far  as  the  immigrants  found  in  cities  are  in  a  merely 
temporary  and  transitional  stage,  it  is  quite  admissible  that  their 
presence  there  is  no  evidence  of  a  tendency  to  stagnate.  But  this 
applies  only  to  cities  which  are  points  of  arrival.  As  soon  as 
the  immigrant  leaves  the  city  of  his  arrival  Prof.  Willcox's 
argument  loses  its  weight,  and  the  foreigner's  destination  then 
determines  his  tendency  toward  city  or  country. 

In  considering  this  point  we  will  make  use  of  Prof.  Willcox's 
own  figures.  He  demonstrates  that  by  the  time  the  census  of 
1900  was  taken,  80.9  per  cent,  of  the  foreign-born  had  left  the 

*  Charities,  1906,  Jan.  6,  p.  440;    Feb.  3,  P.  597;    Mar.  3,  p.  835;    May  $, 
p.  171. 
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port  of  arrival  Let  us  call  the  fraction  four-fifths.  If  the 
tendency  to  city  life  of  the  native-born  and  foreign-bom  were 
equal,  leaving  out  of  account  those  in  the  city  of  arrival,  the 
ratio  between  the  foreign-bom  in  cities  and  the  total  foreign-born 
would  be  to  the  ratio  of  native-bom  in  cities  to  total  native-born 
as  I  is  to  I.  Making  allowance  for  the  one-fifth  of  the  foreign- 
bom  who  are  still  in  the  city  of  arrival,  the  ratio  would  be  about 
n  to  9.  It  is  in  fact  28  to  10.  This  reckoning  supposes  that 
all  of  the  one-fifth  remaining  in  the  city  of  arrival  are  in  transi- 
tion and  will  eventually  be  evenly  distributed.  In  fact  in  1900 
the  number  of  foreign-born  in  the  ports  of  arrival  was  over  twice 
as  large  as  the  total  immigration  for  the  preceding  three  years, 
so  that  not  over  one-half  of  them  could  fairly  be  considered  as 
in  transition. 

The  next  point  that  our  author  discusses  is  the  claim  that  the 
tendency  toward  city  life  is  more  pronounced  among  recent 
immigrants  than  it  was  among  those  of  a  generation  ago.  His 
line  of  argument  is  as  follows.  If  this  claim  is  true  the  census 
figures  for  1900  should  show  a  greater  proportion  of  the  total 
foreign-born  population  in  the  cities  than  was  found  there  in 
1890,  They  do  show  exactly  this.  But  Prof.  Wilkox  suggests 
that  this  may  be  due  to  the  general  tendency  of  all  classes  to 
gather  in  the  cities,  A  t)etter  basis  of  judgment,  says  he,  would 
be  a  comparison  of  the  ratio  of  foreign-bom  to  total  population 
in  cities  and  in  country  in  1890  and  in  1900,  In  that  period 
there  was  a  slight  decrease  in  the  ratio  of  foreign-born  to  total 
population  in  the  whole  United  States,  Prof,  Willcox  holds  that 
if  the  immigrants  of  that  period  had  been  more  inclined  to  the 
cities  than  those  of  the  previous  period,  the  decline  in  the  ratio 
of  foreign-lxirn  to  total  population  in  the  cities  should  be  less 
marked  than  in  the  ratio  of  foreign-bom  to  total  population  in 
the  country.  In  fact  the  reverse  is  true.  The  decline  is  more 
marked  in  the  cities,  showing,  says  Prof.  Willcox,  a  decreased 
tendency  to  mass  there.  Taking  the  three  districts  that  he  has 
chosen  to  use,  he  shows  that  "in  the  North  Atlantic  division  the 
proportion*  of  foreign-born  in  the  cities  of  100,000+  was  2.9 

'  The  word  **ratb**  might  be  used  more  accurately  throughout  this  passage. 
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times  as  great  in  1890  and  2.8  times  as  great  in  1900  as  the 
proportion  in  the  country  districts  of  the  same  division  at  the 
same  time ;  in  the  North  Central  division  the  proportion  in  large 
cities  in  1890  was  2.4  and  in  1900  2,2  times  that  in  the  country 
districts;  in  the  Western  division  the  proportion  in  1890  was 
1.8  times  and  in  1900  1.6  times  that  in  the  country  districts." 

These  figures  seem  to  be  strong  evidence  of  a  decreasing 
tendency  toward  the  city.  But  there  are  several  serious  faults 
to  be  found  with  them.  In  the  first  place,  they  do  not  hold  good 
for  the  whole  United  States.  In  1890  the  ratio  of  foreign-bom  * 
to  total  population  in  cities  of  at  least  2,500  in  the  United  States 
was  2.86  times  as  large  as  the  ratio  in  the  country.  In  1900  it 
was  2.91  times  as  large.  For  cities  of  at  least  100,000  the  ratio 
was  3.61  times  as  large  as  for  the  country  in  1890.  In  1900 
it  was  3.66  times  as  large. 

It  is  a  peculiar  fact  that  while  the  United  States  taken  as  a 
whole  thus  shows  an  increase,  each  of  the  five  divisions  taken  by 
itself  shows  a  decrease.  That  this  is  possible  the  following 
hypothetical  case  will  show.*  The  table  shows  the  supposed 
movement  of  population  in  a  country  made  up  of  two  divisions, 
A  and  B,  in  the  decade  1890  to  1900.    Thus  division  A  shows 

A.  B.  ToUl. 

Foreign- Born  Population  2  i  3 

1890    Total  Population  lOo  2  102 

Per  Cent.  Foreign-Born 2  50  3 

Foreign-Bom  Population   i  39  40 

1900    Total  Population 100  100  aoo 

Per  Cent.  Foreign-Bom  i  39  20 

a  decrease  of  foreign-bom  from  2  per  cent,  to  i  per  cent,  and 
division  B  a  decrease  from  50  per  cent  to  39  per  cent  But 
the  whole  country  shows  an  increase  from  3  per  cent,  to  20 
per  cent.  The  difficulty  lies  in  the  disproportionate  importance 
given  to  insignificant  numbers  by  this  kind  of  reasoning. 

In  the  second  place,  it  is  not  admissible  to  compare  percentages 
which  are  based  on  different  numbers.  The  f oreig^-bom  popula- 
tion of  cities  is  much  larger  in  proportion  to  the  total  population 
than  that  of  the  country.  Hence  a  given  number  of  individuals 
in  the  city  composes  a  much  larger  per  cent,  than  the  same 

^  For  this  example  I  am  indebted  to  Dr.  F.  R.  Fairchild. 
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number  in  the  country.  Changes  which  are  quite  proportionate 
in  the  total  population  do  not  produce  proportionate  results  in 
the  percentages.  Take  a  simple  example.  Suppose  in  1890  you 
have  a  city  population  o£  50  foreign-born  out  of  a  total  popula- 
tion of  100,  or  50  per  cent.,  and  a  country  population  of  50  out 
of  a  total  population  of  500,  or  10  per  cent.  During  the  decade 
the  foreign-born  population  remains  stationary  and  the  native- 
bom  population  doubles  in  both  city  and  country,  which  indicates 
no  change  in  the  city  tendency  of  either  the  foreign*born  or 
native-born.  Then  in  1900  you  have  a  foreign-born  population 
of  50  out  of  1 50,  or  33.33  per  cent  in  the  city,  and  50  out  of  950, 
or  5.26  per  cent,  in  the  country.  This  shows  a  loss  of  16,67  P^"" 
cent,  in  the  city  population  and  4.74  per  cent,  for  the  country; 
or  if  one  attempts  to  use  the  figures  proportionately  the  foreign- 
born  city  population  has  apparently  decreased  a  tliird  and  the 
country  population  about  a  half.  Or,  following  the  author's 
method,  the  city  population  in  1890  was  5  times  as  large,  in  pro- 
portion, as  the  country  population,  and  in  1900,  6  times  as  large. 
But,  however  the  figures  are  used,  the  results  are  absolutely 
without  value,  for  they  aU  show  a  change  of  some  kind,  whereas 
by  the  supposition  there  has  been  no  change  whatever  in  the  city 
tendencies  of  either  the  native-born  or  the  foreign-bom.  And 
when  the  attempt  is  made  to  multiply  or  divide  sets  of  figures 
obtained  in  this  way  it  simply  complicates  the  difficulty.  It  is 
evident  then  that  while  percentages  of  total  population  may  be 
used  broadly,  as  in  the  discussion  of  point  I,  to  show  certain 
general  relations,  they  are  wholly  untrustworthy  for  close  com- 
parisons and  computations  such  as  these. 

The  simple  and  rational  method  to  determine  the  point  in 
question  is  to  find  what  per  cent,  of  the  total  foreign-born  popula- 
tion are  living  in  cities  at  one  date  and  compare  it  with  the  per 
cent,  of  total  foreign-born  population  living  in  cities  at  another 
date.  In  1890,  614  per  cent,  of  the  foreign-born  in  the  United 
States  were  in  cities  of  at  least  2,500;  in  1900,  66,3  per  cent. 
This  shows  a  change  in  distribution  between  country  and  city,  in 
favor  of  the  city,  of  4.9  per  cent,  of  the  total.  If  it  is  desired 
to  know  whether  this  change  is  greater  or  less  than  the  corre- 
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Spending  change  of  the  native-bom,  secure  exactly  the  same  data 
for  the  native-bom  and  compare  the  two.  In  1890,  31.4  per 
cent,  of  the  native-born  were  in  cities  of  at  least  2,500,  and  in 
1900,  36.1  per  cent.,  a  change  in  distribution  of  4.7  per  cent,  of 
the  total.  Of  the  total  foreign-bom  population  in  the  United 
States,  4.9  per  cent,  more  were  in  the  cities  in  1900  than  in  1890; 
of  the  native-born  4.7  per  cent.  This  should  be  sufficient  proof  1 
that  the  foreign-born  are  going  to  the  cities  more  than  the  native- 1 
bom,  especially  when  it  is  borne  in  mind  that  a  loss  of  4.9  per 
cent,  out  of  a  rural  foreign-bom  population  of  38.6  per  cent  is 
much  more  significant  than  a  loss  of  4.7  per  cent,  out  of  a  raral 
native-born  population  of  68.6  per  cent. 

The  figures  given  in  the  article,  then,  can  hardly  be  depended 
on  to  show  what  they  seem  to  show.  But  even  if  the  figures 
were  accurate,  they  would  not  prove  the  point  conclusively,  as 
Prof.  Willcox  himself  recognizes  owing  to  the  fact  that,  as  he 
proceeds  to  show,  the  foreign-bom  population  in  1900  had  been 
in  the  United  States  a  longer  time  on  the  average  than  in  1890, 
and  so  a  larger  per  cent,  of  those  who  were  eventually  to  reach 
the  country  had  had  time  to  get  there.  The  year  1890  came  at 
the  close  of  a  period  of  large  immigration;  the  year  1900,  at 
the  close  of  a  period  of  small  immigration.  This  will  be  made 
evident  by  a  glance  at  the  following  table : 


Immigrant  Arrivals  and  Departures  other  than  Cabin.^ 


Year. 
1880 
1881 
1882 
1883 
1884 

i88s 

1886 


1888 
1889 
1890 
I89I 
1892 
1893 
1894 
1895 


Arriyals. 

457,257 
669431 
788,992 
603,322 
518,592 
395,346 
334,203 
490,109 
546,889 
444427 
455,302 
560,3x9 
579,663 
439,730 
285.631 
258,536 


Departures. 


132,254 
139,398 
151404 
135495 
190,840 
216,665 


Year. 
1896 
1897 
1898 
1899 
1900 
I901 
X902 
1903 
1904 
1905 
1906 


Arrivals. 

343,267 
230,832 
229,299 
311,71s 
448,572 
487,918 
648,743 
857,046 
812,870 

1,026499 
1,100,735 


Departures. 


130357 
127,761 
137499 
158,160 
168,648 
206,577 
323,591 
334,943 
282,068 


^  Report  Commissioner-General  of  Immigration,  1906,  pp.  43  and  56.  Figures 
missing  for  1896  and  1897. 
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The  eleventh  census  found  a  larger  number  of  foreign-bom 
who  had  been  in  the  United  States  a  short  time  than  did  the 
twelfth  census.  Hence  a  comparison  of  the  two  years  is -not 
conclusive.  Another  important  element  of  which  Prof.  Willcox 
takes  no  account,  barely  mentioning  it  once  in  the  course  of  his 
article,  is  the  large  number  of  foreigners  who  return  to  their 
native  land  in  times  of  industrial  depression  here.  I  beUeve  it  is 
Miss  Qaghom  who  has  styled  the  Italians  the  safety-valve  of 
our  labor  market.  These  departures  always  bear  a  higher  ratio 
to  the  arrivals  in  times  of  depression  than  in  times  of  prosperity, 
A  list  of  the  departures  is  included  in  the  above  table.  The 
figures  do  not  go  back  of  1890,  so  we  can  not  tell  how  numerous  ^ 
were  the  departures  in  the  previous  years.  For  our  purposes 
it  seems  best  to  take  only  the  non-cabin  passengers  as  most  nearly 
representing  the  class  we  are  dealing  with.  Subtracting  the 
departures  from  the  arrivals,  we  find  a  gain  of  foreign-born 
of  323,048  in  1890;  41,871  in  1895  ;  98,442  in  1898,  and  183,954 
in  1899,  If  these  departures  were  evenly  distributed  between 
city  and  country  dwellers,  they  would  make  little  differaice  in 
the  reckoning.  But,  while  there  are  no  figures  to  prove  it,  it 
seems  wholly  probable  that  the  great  majority  are  from  the  / 
cities.  The  foreigner  who  leaves  in  a  period  of  industrial 
depression  is  the  laborer  who  finds  himself  out  of  a  job,  not  the 
agriculturalist  who  has  established  himself  on  a  piece  of  land, 
or  the  farm  laborer,  the  demand  for  whose  labor  is  not  largely  y^ 
dependent  on  industrial  conditions.  So  this  large  proportion 
of  departures  undoubtedly  cut  down  the  foreign  city  population 
just  previous  to  the  census  of  1900.  Just  what  the  showing 
would  be  if  we  had  the  figures  for  the  years  immediately  preced- 
ing  1890  can  not  be  definitely  stated.  But  we  are  safe  in  con-"^ 
eluding  that  we  should  find  a  much  slighter  diminution  in  the 
foreign  city  population  from  this  cause  than  in  the  last  years 
of  the  following  decade.  At  any  rate  it  is  clear  that  conclusions 
based  on  the  census  figures  for  1S90  and  1900  in  regard  to  the 
foreign-bom  city  population  are  untrustworthy. 

Accordingly  the  author  takes  up  another  line  of  argument. 
The  last  census  reported  201,128  foreign-born  in  the  United 
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States  whose  residence  here  was  given  as  less  than  one  year.  The 
reports  of  the  Bureau  of  Immigration  show  that  431,501  immi- 
grants were  admitted  to  this  country  in  the  twelve  months  pre- 
ceding the  date  of  the  census.  Increasing  this  number  by  14.2 
per  cent.,  which  the  author  has  decided  upon  earlier  in  the  paper 

;  as  the  proper  proportion  to  be  added  to  represent  the  unreported 
immigration   from  Canada  and  Mexico,  we  have  a  total  of 

;  492,000  immigrants  admitted  in  the  year  ending  June  i,  1900. 

J  This  number  is  more  than  twice  as  large  as  that  reported  by  the 
census.  The  only  reason  for  the  discrepancy  which  Prof. 
Willcox  offers  is  that  the  missing  number  is  included  in  the  mil- 
lion odd  foreign-bom  whose  length  of  residence  was  not  reported. 
Taking  the  number  which  was  reported,  the  author  estimates 
what  proportion  of  them  entered  in  the  cities  of  various  sizes 
and  compares  it  with  the  number  of  foreign-born  of  less  than 
one  year's  residence  who  were  found  in  the  seaboard  cities  at 
the  time  the  census  was  taken.  By  this  means  he  shows  that  at 
least  four-fifths  of  those  arriving  in  New  York  City  and  three- 
fifths  of  those  arriving  at  other  seaboard  ports  had  left  the 
port  of  arrival;  more  than  a  quarter  of  the  total  arrivals  were 
found  within  six  months  in  some  city  of  over  25,000,  not  a  sea- 

i  board  city;  and  that  more  than  half  of  the  total  arrivals  were 
found  in  the  country  districts.  This,  he  claims,  proves  "with  a 
conclusiveness  hitherto  unattainable  that  the  congestion  of  the 
foreign-born  in  our  large  cities,  particularly  the  seaboard  cities, 
is  in  no  sense  an  evidence  that  the  arrivals  linger  or  stagnate 
there." 

This  is  perhaps  the  most  direct  piece  of  evidence  in  the  article, 
but  there  are  two  grave  faults  to  be  found  with  it.  First,  a  set 
of  figures  which  admittedly  covers  less  than  half  of  the  units  in 
question  and  is  arranged  in  groups  simply  by  an  estimate,  even 
though  a  careful  one,  and  which  moreover  applies  to  only  one 
fiscal  year — such  a  set  of  figures  is  too  incomplete  and  uncertain 
to  serve  as  the  basis  for  a  conclusive  proof  of  anything,  parti- 
cularly of  a  statement  which  is  contradicted  by  common  observa- 
tion and  by  other  lines  of  investigation.  Secondly,  it  seems  very 
probable  that  the  unreported  and  unreckoned  half  of  the  arrivals 
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for  that  year  were  in  fact  in  cities  to  a  much  larger  extent  than 
in  the  country.  The  individuals  whom  the  emimerators  had 
difficulty  in  finding  would  not  be  those  in  the  thinly  settled 
country  districtSt  where  their  arrival  would  be  noted  by  their 
neighbors,  but  those  in  the  densely  crowded  sections  of  the  sea- 
board and  other  large  cities,  where  they  were  surrounded  by  a 
host  of  others  of  the  same  race. 

These  figures  are  based  on  table  29  of  the  derivative  tables 
in  the  1900  census  reports,  A  little  further  study  of  this  table 
reveals  a  state  of  affairs  quite  detrimental  to  Prof.  Willcox's 
whole  line  of  argument.  Figures  are  given  of  the  number  of 
foreign-bom  in  the  cities  of  at  least  25,000,  and  of  the  cities 
under  25,000  and  the  country  districts,  arranged  according  to 
their  length  of  residence  in  the  United  States.  Reducing  these 
figures  to  percentages  of  the  total  population  of  ea^h  group,  we 
have  the  following  results: — 

Of  the  foreign-born  who  have  lived  in  the  United  States  the 
specified  length  of  time  the  following  per  cent,  were  found  in 
cities  of  at  least  25,000: 


Residence  in 

Less 

years. 

thmnf 

t            3 

3            4            S          fi^ 

10-14 

ts-H3 
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Thus  we  see  that  with  increased  length  of  residence  in  the 
United  States  there  is  a  general  increase  in  the  proportion  living 
in  cities  until  the  group  15-19  is  reached,  when  there  is  a  decided 
falling  off.  The  evidence  of  the  figures  is  not  absolutely  con- 
clusive on  account  of  the  large  number  of  foreign-born  whose 
length  of  residence  was  unknown,  but  as  far  as  it  goes  it  is 
diametrically  opposed  to  the  author's  whole  contention  that  the 
foreign-bom  in  cities  are  merely  transients  there  because  tliey 
landed  there,  and  that  if  they  are  given  time  enough  they  will 
get  out  When  the  length  of  residence  exceeds  fifteen  years  it 
refers  not  to  the  present  generation  of  immigrants,  but  to  the 
previous  one,  and  the  showing  in  this  respect  is  also  quite 
contrary  to  Prof,  Willcox*s  argument. 

As  an  example  of  the  location  of  the  recently  immigrating 
races  in  the  United   States,  the  author  chooses  the  Italians, 
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From  the  census  figures  and  the  reports  of  the  Bureau  of  Immi- 
gration he  shows  that  in  the  decade  1890  to  1900  the  increase  in 
the  Italian  population  of  the  United  States  was  numerically  equal 
to  46.2  per  cent  of  the  current  of  Italian  immigration  for  the 
decade.  Applying  this  per  cent,  to  the  city  of  New  York,  he 
finds  that  an  increase  at  the  same  rate  would  have  made  the 
Italian  population  of  the  city  in  1900,  341,134.  It  was  145,433 
or  somewhat  over  one-third.  This  the  author  takes  as  an 
evidence  of  lack  of  city  proclivities  among  the  Italians,  or  at 
least  of  lack  of  tendency  to  stagnate  in  the  city  of  arrival.  To 
this  argument  we  have  two  potent  objections.  First,  that  it  is 
unfair  to  take  the  percentage  of  increase  for  the  whole  United 
States  as  a  measure  of  the  increase  of  New  York,  for  the  reason, 
as  we  have  already  pointed  out,  that  the  urban  population  is 
much  more  mobile  than  the  rural  population.  In  times  of 
industrial  depression — and  the  decade  in  question  was  one  of 
them — it  is  not  the  Italian  on  a  Connecticut  farm  who  goes  home, 
but  his  fellow-countrymen  in  the  subways  and  sewers  of  New 
York.  A  large  number  of  those  who  were  lacking  in  the 
metropolis  were  doubtless  back  in  Italy. 

Furthermore,  when  it  is  considered  that  96.3  per  cent,  of  the 
supply  of  Italians  for  the  whole  United  States  enter  through  the 
port  of  New  York  and  that  after  a  decade  of  immigration,  the 
closing  years  of  wliich  were  ones  of  small  immigration,  one-third 
of  the  entire  increase  was  found  in  New  York  City,  we  hold 
that  this  is  evidence  of  a  decided  tendency  to  stay  there.  In  other 
words,  the  figure  on  which  Prof.  Willcox  reckons  the  per  cent 
of  increase  for  New  York  City  is  virtually  the  same  as  that  on 
which  he  reckons  the  per  cent,  of  increase  for  the  whole  United 
States.  If  the  Italian  population  of  the  whole  United  States  has 
increased  by  46.2  per  cent  of  651,893,  it  is  hardly  to  be  expected 
that  the  population  of  New  York  City  would  have  increased  by 
46.2  per  cent,  of  627,736,  even  if  they  did  land  there.  We  are 
not  considering  the  claim  that  all  the  immigrants  stay  in  the  city 
of  arrival. 

If  the  type  method  is  to  be  followed,  a  good  way  to  determine 
the  relative  tendency  toward  cities  of  the  older  and  more  recent 
immigrants  will  be  to  take  types  of  each  class  and  compare  them. 


lgo7] 


Distribution  of  Immigrants. 


309 


Prof.  Wiilcox  has  chosen  the  Italians  as  a  type  of  the  newer 
immigration.  The  Germans  will  serve  as  a  type  of  the  older. 
In  1900  there  were  484,027  persons  of  Italian  birth  in  con- 
tinental United  States,  Of  these  296,040  or  61,2  per  cent, 
were  living  in  cities  of  at  least  25,000*  At  the  same  time  there 
were  2,663,418  Germans  in  con*inenta]  United  States,  of  whom 
1^297,474  or  48,7  per  cent,  were  in  cities  of  the  specified  size,* 
To  be  sure,  the  Germans  had  been  in  this  country  longer  than  the 
Italians,  and  a  little  allowance  must  be  made  for  this,  but  cer- 
tainly this  alone  could  not  account  for  so  great  a  diversity. 

Finally,  the  author  quotes  figures  published  by  the  Census 
Office  showing  that  the  urban  population  of  Italian  birth 
increased  from  1890  to  1900  by  176  per  cent.  In  the  same 
period  the  rural  population  increased  by  150  per  cent.  This, 
he  says,  is  no  evidence  of  a  special  tendency  toward  city  life  of 
the  Italians  when  the  point  of  entry  and  the  general  rush  to  the 
city  are  considered  On  this  point  all  we  can  do  is  to  take  issue 
squarely  with  the  author's  view.  These  figures  certainly  show 
that  the  urban  Italian  population  is  growing  more  rapidly  than 
the  rural,  and  that  if  the  same  thing  were  to  continue  decade 
after  decade,  we  would  inevitably  have  a  congestion  of  Italians 
in  the  cities.  That  it  is  due  to  the  conditions  of  arrival  rather 
than  to  a  personal  preference  on  the  part  of  the  immigrants  does 
not  alter  the  outcome  from  the  point  of  view  of  expediency  for 
the  country.  The  arrival  in  cities  and  the  rapid  growth  of  cities 
are  parts  of  the  conditions  that  we  are  discussing  and  are  elements 
in  the  tendency  toward  city  life  which  has  not  yet  been  disproved 
To  cite  them  as  explanations  for  that  tendency  does  not 
ameliorate  the  evil  results. 

In  regard  to  point  III,  Prof.  Willcox  states  that  the  evidence 
on  either  side  is  very  slight,  but  that  what  there  is — ^and  he 
adduces  figures  for  the  cities  and  country  of  New  York  State: — 
is  in  favor  of  the  cities.  To  this  no  objections  are  to  be  offered, 
and  the  point  is  of  minor  importance  at  best. 

The  article  concludes  with  the  statement  that  as  evidence  on 
the  first  three  points  is  lacking,  the  last  two  fall  to  the  ground  of 
themselves, 

*  U.  S.  Census  Reporti,  1900,  Derivative  Tables  61  and  91, 
11 
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Summing  up  the  entire  article,  it  would  appear  that  the  main 
conclusion  that  we  can  fairly  draw  therefrom  is  that  there  is  no 
special,  innate  preference  in  the  heart  of  the  immigrant  for  city 
life,  but  that  the  disproportionate  number  of  foreign-born  in  the 
cities  is  due  to  the  conditions  of  arrival.  To  this  we  reply  that 
the  personal  preference  of  the  immigrant. is  in  itself  a  matter  of 
no  importance  to  the  economic  and  social  life  of  the  United 
States.  The  stem  fact  which  remains  unshaken  is  that  in  1890 
61.4  per  cent,  of  the  total  foreign-bom  population  were  in  cities 
and  in  1900,  66.3  per  cent. 

As  for  the  seaboard  cities,  an  idea  of  the  progress  of  affairs 

may  be  gained  from  the  following  figures :   From  1890  to  1900 

the  foreign-born  population  of  the  whole  United  States  increased 

by  1 1.8  per  cent.     The  foreign-bom  population  of  New  York 

City  increased  by  98.5  per  cent,  that  of  Boston  by  26.4  per  cent, 

that  of  Philadelphia  by  9.6  per  cent.,  while  Baltimore  shows  a 

decrease  of  i  per  cent.     And  in  considering  all  these  comparisons 

it  must  be  emphasized  at  the  risk  of  tediousness  that  the  census 

of  1900  was  taken  at  the  close  of  a  period  of  slight  immigration 

and  comparatively  numerous  departures.     If  the  figures  could  be 

taken  now,   when  the  immigration  for  the  single  year   1906 

almost   equalled   the   total   immigration    for   the    half   decade 

1895-99, 2i"d  the  immigration  for  the  two  years  1905-06  exceeded 

it  by  753,585,  the  showing  would  probably  be  vastly  different. 

v^The  foreign-bom  city  population  is  growing,  and  whether  it  is 

composed  of  the  same  individuals  for  year  after  year  is  a  matter 

of  slight  importance.     Undoubtedly  there  is  a  great  change  in 

the  personnel  of  our  foreign  city  settlements.     But  it  is  by  no 

means  certain  that  new  immigrants  make  better  citizens  for  our 

great  cities  than  those  of  longer  residence.     With  these  facts 

before  us  it  is  hard  to  convince  oneself  that  the  actual,  practical 

tendency  of  the  foreign-bom  toward  city  life  is  not  excessive, 

and  that  the  resultant  conditions  are  not  a  matter  worthy  of 

thoughtful  consideration. 

H.  P.  Fairchild. 
Yale  University. 
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Florida  Finance  in  the  Civil  War.  After  a  rather  sad  expe- 
rience with  banks  in  her  Territorial  days,  Florida  was  without  any 
chartered  institutions  of  the  kind  until  the  later  50's.  In  1853 
the  legislature  passed  a  general  banking  law,  largely  copied  from 
the  Free  Banking  Law  of  New  York. 

According  to  the  provisions  of  this  law  and  subsequent  amend- 
ments, any  person  or  association  of  persons  for  the  purpose  of 
banking  might  transfer  to  the  comptroller  public  stock  of  the 
United  States  or  of  any  state,  or  the  bonds  of  any  railroad,  county, 
city,  or  town  bonds  of  Florida  issued  for  internal  improvement  or 
school  purposes,  or  gold  or  silver,  and  for  such  transfer,  receive 
notes  therefor  ranging  in  denomination  from  $5  to  $100  to  be 
circulated  as  money.  No  company  could  beg^n  business  until 
$100,000  of  securities  had  been  deposited,  and  no  individual  with 
less  than  $50,000.  Upon  the  failure  of  any  bank  to  redeem  its 
notes  on  demand  the  comptroller  was  to  announce  that  he  would 
redeem  all  such  gut  of  the  proceeds  of  the  stock  in  his  hands  and 
the  bank's  funds.^  A  law  of  1859  required  the  agents  of  foreign 
banks  to  redeem  their  notes  in  specie,  but  this  law  was  not  to  be 
operative  on  any  agency  until  six  months  after  a  bank  had  been 
established  within  fifty  miles  of  it.* 

About  two  years  after  the  passage  of  the  general  banking  law 
a  charter  was  issued  to  the  Bank  of  the  State  of  Florida  at  Talla- 
hassee. The  capital  was  to  be  $500,000  in  shares  of  $100  each. 
Debts,  exclusive  of  deposits,  were  not  to  exceed  double  the  capital 
paid  in.  Before  any  dividend  was  paid  3  per  cent  of  the  net 
profits  was  to  be  set  aside  semi-annually  as  a  State  tax  in  lieu  of 
all  other  taxes  on  the  capital  stock.  Three  agencies  might  be 
established  in  East  Florida  and  three  in  West  Florida.*  By  1859 
the  capital  paid  in  amounted  to  $130,000.* 

The  Bank  of  Femandina  was  chartered  in  1859  with  an 
authorized  capital  of  $1,000,000.*    In  the  course  of  1860-1  four 

*Act  of  Jan.  8,  1853.    Laws,  11-22. 
"  Act  of  Jan.  15,  1859. 
"Dec.  14,  1855.    Laws,  18-26. 
*  Bankers'  Magazine,  xiii,  903. 
'Jan.  19,  18591    Laws,  85  et  seq. 
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other  banks  were  chartered  with  authorized  capitals  ranging  from 
$100,000  to  $1,000,000,  but  none  of  them  ever  materialized. 

Besides  the  chartered  banks  there  were  in  i860  ten  private  banks, 
and  by  June,  1861,  the  number  had  risen  to  thirteen,*  but  they 
did  not  take  advants^e  of  the  banking  law  and  the  State  had  no 
connection  with  them.  The  capital  of  the  Bank  of  Femandina 
never  exceeded  $100,000.  In  December,  1859,  the  two  banks  had  a 
circulation  of  $200,000  and  $50,000  of  specie  on  hand.  Between 
June,  i860,  and  April,  1861,  the  Bank  of  the  State  of  Florida 
increased  its  capital  from  $130,000  to  $300,000. 

Another  kind  of  currency  common  in  Florida  at  the  outbreak  of 
the  Civil  War  was  "railroad  money,"  commonly  spoken  of  as 
change  bills.  The  largest  of  these  that  has  come  to  the  notice  of 
the  writer  was  $3,  the  smallest  $1,  though  it  is  clear  that  smaller 
denominations  were  common.  They  were  not  legal  tender,  but 
were  paid  out  by  the  railroads  to  any  who  would  take  them  in 
discharge  of  their  obligations,  and  in  turn  were  "receivable  in 
payment  of  all  our  dues."  Just  when  the  railroads  began  to  issue 
these  bills  is  not  clear ;  they  continued  to  circulate  for  a  good  part 
of  the  war  and  for  some  time  after  it  closed. 

Some  of  the  cities  had  been  in  the  habit  of  issuing  change  bills 
for  local  use,  but  it  is  not  known  to  the  writer  whether  any  of  them 
were  circulating  in  1861  or  not.  The  Library  of  Congress  has  one 
of  6J4  cents  issued  by  Appalachicola  which  probably  belongs  to  this 
date. 

When  the  State  withdrew  from  the  Union  in  1861  it  faced  a 
grave  financial  situation.  Owing  to  large  arrears  of  taxes  the 
receipts  at  the  treasury  had  hardly  balanced  expenditures.  Besides, 
a  large  amount  of  bonds,  about  $500,000,  had  been  issued  under  the 
act  of  1856  for  the  benefit  of  internal  improvements.  Now  the 
extraordinary  expenses  consequent  upon  a  war  had  to  be  met. 

To  do  this  and  to  supply  a  circulating  medium,  five  days  after  the 
ordinance  of  secession  was  adopted  in  convention,  the  legislature 
provided  for  the  issue  of  treasury  notes.  In  denomination  they, 
were  to  range  from  $1  to  $100  and  the  total  issue  was  limited  to 
$500,000.  These  notes  were  a  legal  tender  in  payment  of  all  dues 
to  the  State  and  might  be  used  in  payment  of  warrants  for  sums 
due  by  the  State,  but  the  holder  of  such  warrants  was  not  obliged 
to  receive  them.  After  January,  1862,  no  person,  company,  or 
corporation  was  to  be  allowed  to  issue  bills  of  less  than  $5,  change 

*  Bankers'  Magazine,  xv,  54,  956. 
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bills  of  railroads  excepted.  The  notes  of  solvent  banks  and 
agencies  which  received  the  treasury  notes  at  par  were  receivable 
by  the  revenue  officers  and  the  tax  on  such  banks  was  suspended 
so  long  as  they  continued  to  receive  the  notes  at  par.  Banks 
refusing  to  comply  with  this  provision  were  forbidden  to  issue 
bills  of  less  than  $20  and  agencies  were  debarred  from  doing 
business  in  the  State. 

The  notes  w^re  to  be  issued  in  sums  of  $100  or  more  and  were 
redeemable  on  demand  by  the  treasurer  in  gold  or  silver  or  notes  of 
banks  complying  with  this  act.  If  unable  to  pay,  the  treasurer  was 
directed  to  give  certificates  of  deposit  and  pay  when  able  in  the 
order  of  deposit.  The  holders  of  such  notes  were  allowed  to 
deposit  them  and  receive  in  exchange  bonds  of  the  State  bearing 
not  more  than  8  per  cent,  and  payable  in  not  more  than  twenty 
years.    The  State  debt  of  all  kinds  was  limited  to  $1,000,000.' 

The  secession  convention  had  adjourned  subject  to  recall  by  the 
president.  In  April,  1861,  he  considered  that  the  exigencies  of  the 
situation,  mainly  financial,  demanded  the  recall  of  that  body  and 
accordingly  issued  a  proclamation  to  that  effect. 

The  public  lands  of  the  United  States  in  Florida  were  considered 
as  reverting  to  the  State  on  her  withdrawal  from  the  Union.  These 
were  now  thrown  on  the  market  with  the  provision  that  nothing 
should  be  received  in  payment  therefor  except  gold,  silver,  or  bills 
of  solvent  banks,  acts  of  the  legislature  to  the  contrary  notwith- 
standing. As  the  bonds  originally  provided  for  found  practically 
no  purchasers,  8  per  cent,  coupon  bonds  were  substituted  and  the 
amount  limited  as  before  to  $500*000.* 

The  Florida  banks  were  represented  in  the  convention  of  bankers 
which  met  at  Atlanta  and  later  at  Richmond,  in  1861,  to  devise 
means  to  give  financial  aid  to  the  Confederacy,*  but  they  do  not 
appear  to  have  given  very  extensive  help.  The  officials  of  the 
Confederacy  in  Florida  appear  to  have  deposited  Confederate 
funds  with  the  banks,  at  least  with  the  Bank  of  St.  John's,^*'  a  pri- 
vate concern  located  at  Jacksonville  until  the  Federal  invasion,  when 
it  fled  to  Lake  City  to  avoid  capture.     In  January,  1862,  the  State 

^Fcb.  I4#  1861,    Laws,  j|3-6. 

•Conveniion  JoumaL  MS.  In  office  of  the  secretary  of  state.  Opening 
address  of  the  president  at  the  adiourncd  session  on  page  250  gives  sub- 
stance of  proceedings  of  the  first  adjourned  session.  Also  quoted  in 
Governor  Milton's  message  of  Nov,  17,  1^62.    H,  Jour.,  i86a.  pp.  22*4 

•Rericicp  Memoirs  of  Florida,  U, 

'*yu!ee  V.  Canova^  11  FI2.,  13. 
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Bank  had  $io,ocx)  of  Florida  bonds,  but  these  had  been  issued  under 
the  act  of  1856.  It  also  had  $19,500  of  Virginia  6's.  There  was 
still  another  item  of  $125,000  of  stock,  but  its  nature  was  not 
specified."  Three  South  Carolina  banks  held  $180,000  of  Florida 
bonds/*  but,  from  complaints  soon  to  be  recited,  it  is  improbable 
that  they  belonged  to  the  war  issue. 

Down  to  the  close  of  1861  the  banks  appear  to  have  been  in  a 
very  sound  condition.  Their  circulation  had  fallen  to  $116,252 
and  their  specie  had  risen  to  $55,071.  The  loans  had  risen  from 
$350,000  in  January,  i860,  to  $424,262.  The  deposits  had  shown 
only  a  slight  decline,  from  $120,000  to  $108,606.^*  The  decline 
in  circulation  no  doubt  was  due  to  Confederate  and  State  treasury 
notes. 

Certain  laws  were  now  passed  to  favor  the  banks  during  the 
continuance  of  hostilities.  The  sale  of  securities  in  the  hands  of 
the  comptroller  was  suspended  until  twelve  months  after  the  close 
of  the  war.  The  suspension  of  specie  pa)rments  was  authorized 
from  January,  1862,  for  the  same  period.  To  guard  against 
excessive  issues  quarterly  reports  to  the  governor  were  now 
required.  Banks  and  agencies  were  allowed  to  transfer  their  assets 
and  change  their  places  of  business  to  avoid  capture  by  the  enemy.** 

The  sale  of  the  8  per  cent,  coupon  bonds  was  not  much  more  satis- 
factory than  that  of  the  first  issue.  Meantime  the  issue  of  treasury 
notes  had  begun,  $288,000  of  I's,  $23,758  of  2's,  and  $13,362  of  3's 
being  put  in  circulation  October-December,  1861.*"  Although  the 
time  within  which  he  could  legally  reassemble  the  convention  had 
passed,  the  president  considered  that  the  gravity  of  the  financial 
situation  was  such  as  to  justify  extraordinary  measures  and  he 
issued  a  proclamation  for  the  convention  to  meet  in  January,  1862. 

Before  the  convention  assembled  the  legislature  met  and  took  up 
the  financial  situation.  December  16,  1861,  the  governor  was 
authorized  to  issue  treasury  notes  in  denominations  ranging  from 
$5  to  $1,000,  the  total  issue  not  to  exceed  $500,000,  in  order  to  pay 
the  war  tax  to  the  Confederate  Government  and  meet  other 
expenses.  The  next  day  these  notes  were  made  exchangeable  for 
bonds  issued  under  Ordinance  34  of  the  convention.** 

"Bankers'  Magazine,  xvii,  543. 

"  H.  Jour.,  1862,  pp.  286-7. 

"Bankers'  Magazine,  xvii,  543. 

"Act  of  Dec.  14,  i8(5i. 

"Record  of  Treasury  Notes.    MS.    In  vault  of  the  secretary  of  state. 

"•Laws,  28-30. 
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Fractional  silver  had  become  so  scarce  that  some  modification  of 
the  law  regarding  change  bills  was  now  recognized  as  necessary. 
The  first  step  was  to  authorize  the  city  of  Pensacola  to  issue  such 
in  denominations  of  5,  10,  25,  and  50  cents,  up  to  $25,000  in  amount. 
In  addition  to  the  money  deposited  with  the  city  treasurer  in  pur- 
chase of  such  bills,  the  faith  and  credit  of  the  city,  together  with 
the  tax  receipts,  were  pledged  for  the  redemption  thereof.  The 
act  was  to  remain  in  force  until  twelve  months  after  the  ratification 
of  a  treaty  of  peace  between  the  United  States  and  the  Confederate 
States,  when  the  city  must  redeem  its  bills  in  gold,  silver,  notes  of 
specie  banks^  or  receive  them  in  payment  of  dues  to  the  city**^ 
The  last  day  of  the  year  the  clause  of  the  Treasury  Note  Ae* 
prohibiting  corporations  from  paying  out  the  change  bills  of  rail- 
roads was  repealed.  ^^ 

When  the  convention  met,  the  president,*  in  his  opening  address, 
pointed  out  the  inconsistency  between  the  acts  of  the  legislature 
and  the  ordinance  of  the  convention  regarding  the  receipt  of 
treasury  notes  in  payment  for  public  lands  and  called  attention  to 
the  failure  of  the  second  bond  issue.  He  declared  that  treasury 
notes  were  now  their  only  recourse  and  recommended  repealing  or 
amending  Ordinance  34  so  as  to  allow  treasury  notes  to  be  con- 
verted  into  8  per  cent,  bonds  or  received  in  pajTuent  for  public 
lands,"  and  this  was  done. 

During  the  fiscal  year  ending  October  31,  1862,  notes  to  the 
amount  of  $445,767  were  received  at  the  treasurer's  office,  of  which 
$233,000  appear  to  have  been  of  the  new  issue  to  be  put  in  circu- 
lation. These  notes  were  issued  under  letters  A,  E,  F  and  G  in 
denominations  of  5*s,  10%  20*s,  and  so's,^* 

In  his  message  to  the  legislature  at  the  autumn  session  of  1862, 
the  governor  recommended  that  he  be  given  authority  to  deposit 
funds  in  solvent  banks  of  neighboring  states  in  order  to  maintain 
the  circulation  of  the  treasury  notes  outside  the  State,^'*  but  this 
was  not  done.  Bank  notes  had  now  practically  disappeared  and 
checks  were  drawn  in  Confederate  or  State  treasury  notes.'* 

More  revenue  was  needed  and  the  necessity  was  so  pressing  that 
the  original  limitation  of  the  debt  to  $1,000,000  was  forgotten  and 

"Acts  of  Dec,  17  and  31,  i86i.    Laws,  64  and  17. 

••  Convention  Journal,  250.    MS. 

"Rep.  of  Corap:    i,  R    Tn  R  Jour,  1862. 

"H.  Jour,  1862,  p.  31. 

"Bailey  V.  So.  West  R.  R.  Bank,  11  Fk,,  378-383. 
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a  further  issue  of  $300,ocx>  of  treasury  notes  was  authorized.  The 
State  now  proceeded  to  take  charge  of  the  business  of  supplying 
change  and  ordered  $50,000  of  the  above  sum  to  be  issued  in  frac- 
tional parts  of  a  dollar.  Of  the  rest,  $30,000  was  to  be  in  I's,  2's, 
3's,  s's,  and  lo's  each,  $25,000  in  20's  and  50's  each,  and  $50,000  in 
lOo's.  Thereafter  it  was  declared  unlawful  for  any  person  or 
corporation,  unless  expressly  authorized,  to  issue  or  put  in  circula- 
tion change  bills  of  $1  or  less  under  penalty  of  a  fine  not  exceeding 
$5,000.  After  ninety  days  no  others  were  to  be  paid  out  or  circu- 
lated under  a  penalty  of  not  more  than  $1,000.** 

The  amount  of  fractional  bills  signed  by  the  governor  exceeded 
the  sum  allowed  by  $1,084.15,**  but  the  excess  may  not  have  been  put 
in  circulation.  The  receipts  of  notes  from  all  sources  at  the 
treasurer's  office  during  the  fiscal  year  1863  amounted  to  $802,550, 
besides  $13,622  redeemed  the  previous  year  and  $48439.55  received 
for  public  lands  during  the  current  year.    The  account  now  stood : 

Treasury  Notes. 

Issued  1861-2    $  500,000    Destroyed    $     13,622.00 

"      war  tax,  ch.  1276,  1861 233,000    Redeemed    48»439-55 

"      under  ch.  1337.  1862    637,000    On  hand   382,97941 

"  "       1372,  1862    164,000     Circulation    ...     1,090,509.24 

•*Total    $1,535,550  $i,S35350 

In  addressing  the  legislature  the  governor  said  that  the  discovery 
was  made  early  that  too  many  large  bills  had  been  issued  and  that 
there  was  a  great  demand  for  small  bills  and  fractional  currency. 
He  had  had  such  engraved  in  lieu  of  the  $50,000  of  lOo's  and 
suggested  that  they  be  paid  out  only  in  exchange  for  20's  or  bills  of 
larger  denominations.^*  The  legislature  assented  to  the  change  of 
denomination,  but  not  to  the  contraction  of  the  currency  involved 
in  the  suggestion  that  they  be  paid  out  only  in  exchange  for  large 
bills  already  in  circulation.**  Instead,  an  additional  issue  of 
$300,000  was  authorized  for  the  relief  of  soldiers,  but  the  sum  of 
$48439.75,  which  had  been  redeemed  by  public  lands,  was  ordered 
to  be  destroyed  by  fire.*^ 

"Act  of  Dec.  15,  1862.    Laws,  51-2. 
"  Record  of  Treasury  Notes.    MS. 

"Treas.  Rep.,  16-18.     App.  to  H.  Jour.,  1863.    The  figures  are  given  as 
found  without  any  attempt  to  make  them  balance. 
"  H.  Jour.,  1863,  p.  23. 
"Act  of  Nov.  30,  1863. 
"Acts  of  Dec  3,  1863.    Laws,  56. 
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During  the  fiscal  year  1864,  $26,762,70  was  redeemed  and 
destroyed  and  $351*090.15  of  new  bills  issued,  of  which  $311,214.72 
was  on  hand  at  the  close  of  the  year.  This  left  $1,103,622.07  in 
circulation,*'  slightly  more  than  at  the  close  of  the  preceding  year. 

The  financial  loyalty  of  the  State  to  the  Confederacy  was  put  to 
the  test.  The  pledge  of  public  lands  for  the  redemption  of  the 
State  treasury  notes  put  them  at  a  premium  over  the  Confederate 
not^  and  naturally  there  was  discrimination  against  the  latter.  By 
resolution  the  legislattire  denounced  such  discrimination  as  traitor- 
ous, but  did  not  follow  the  French  Assembly  in  imposing  the  death 
penalty.  They  simply  declared,  that  if  any  one  guilty  of  the  prac- 
tice was  exempt  from  military  service,  the  exemption  should  cease 
and  he  should  be  put  in  the  army  at  once.** 

As  the  relative  depreciation  of  the  Confederate  notes  continued^ 
they  were  about  the  only  currency  paid  into  the  State  treasury  for 
taxes.  Governor  Milton  declared  that  the  system  of  a  double  cur- 
rency in  practice  amounted  simply  to  a  loan  or  endowment  each  year 
to  the  Confederate  Government  to  the  extent  of  the  State *s  revenue 
and  that  it  would  be  better  to  appropriate  this  sum  to  the  Con- 
federacy, rather  than  continue  the  evils  arising  from  two  currencies. 
He  recommended  that  the  State  treasury  notes  be  made  redeemable 
in  Confederate  currency,  or  that  no  other  be  receivable  for  taxes,** 
The  response  of  the  legislature  to  this  was  the  authorization  of 
another  issue  not  to  exceed  $350,000,  for  the  redemption  of  which 
the  public  lands  were  pledged  anew*  Confederate  bonds  and 
treasury  notes  in  possession  of  the  State  were  to  be  disposed  of  on 
the  most  favorable  terms  obtainable.*' 

In  the  last  days  of  the  struggle  the  legislature  became  as  desperate 
and  reckless  as  the  French  Assembly,  In  January,  1865,  there  was 
an  issue  of  $40,000  of  so's,  $120,000  of  ioo*s,  and  $190,000  of  500's, 
and  in  April,  $363,500  of  50's."  The  size  of  the  denominations 
probably  is  an  index  to  the  depreciation  of  the  notes.  The  last 
issue  was  recorded  as  sent  to  the  governor  for  signature,  but  it  is 
improbable  that  all,  if  any,  of  it  was  put  in  circulation,  as  this  was 
so  near  the  close  of  the  wan 

"Treas.  Rep.,  1864,  pp.  13-14    App.  to  H.  Jour 

"  Dc<L  3,  1863.    Laws,  54. 

■•  Message  of  Nov ,  21,  1864.    H,  Jour,  17-18. 

"  DcCL  7,  1864.    Laws,  34, 

"  Record  of  Treasury  Notes.    MS. 
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The  city  records  of  Pensacola  for  this  period  have  been  destroyed 
and  nothing  has  come  to  my  attention  which  would  indicate  the 
number  of  change  bills  issued,  the  success  attending  their  circula- 
tion, or  the  amount  redeemed.  After  the  war  all  the  State  treasury 
notes  were  necessarily  repudiated  as  part  of  an  illegal  debt. 

DAVID  Y.  THOMAS. 
University  of  Arkansas. 

The  Opium  Policy  of  the  Dutch  in  the  East  Indies.    The 

American  Journal  of  Sociology  for  September  prints  the  second  and 
concluding  instalment  of  a  paper  on  The  Opium  Trade  in  the 
Dutch  East  Indies,  by  J.  F.  Scheltema.  The  author  had  in  mind, 
in  the  writing  of  this  paper,  the  prospective  need  of  some  opium- 
policy  in  the  Philippines;  indeed,  at  the  time  when  he  wrote,  the 
question  was,  in  more  or  less  definite  form,  before  Congress.  It 
was  evidently  the  idea  of  the  author  to  set  before  the  American 
reader  the  case  of  Netherlands-India  as  in  many  respects  a  parallel 
one.  Now  that  unreflecting  enthusiasm  has  ceased  to  be  the  attitude 
toward  the  Philippine  situation,  we  are  perhaps  in  the  way  of  seek- 
ing to  profit  by  the  experience  of  others ;  certainly  the  early  obses- 
sion of  many  good  people  that  there  was  a  royal  (American)  way  of 
settling  all  the  questions  of  tropical  colonization  has  somewhat  lost 
ground.  We  are,  or  at  any  rate  should  be,  ready  now  to  consider 
the  views  of  anyone  who  has  acted  a  humane  man's  part  in  a 
similar  situation.  Mr.  Scheltema  is  such  a  person,  as  the  brief 
bibliographical  note  appended  to  the  article  indicates;  he  was  bom 
in  Celebes  and  was  in  his  youth  a  colonial  functionary.  Later  he 
was  editor  of  one  of  the  most  important  newspapers  in  Java,  and 
suffered  imprisonment  for  the  expression  of  pro-native  views 
adverse  to  the  Dutch  policy.  He  has  also  had  experience  with  other 
sections  of  the  East,  as  war-correspondent  and  the  like,  and  has 
travelled  widely.     His  words  merit  consideration. 

It  is  natural  enough  that  the  tone  of  this  article  should  be  hostile 
to  the  Dutch  policy,  and  it  is  only  fair  to  take  into  consideration, 
as  a  likely  source  of  bias,  the  peculiar  experience  of  the  writer. 
Nevertheless  to  one  who  is  measurably  familiar  with  the  overrated 
Dutch  system,  particularly  that  of  the  so-called  "culture-system,'' 
the  presence  of  evils  sufficient  to  excite  anybody's  wrath  is  per- 
fectly credible.  It  appears  from  this  article  that  the  old  text  and 
motto  of  the  East  India  Company  and  its  successors  has  remained 
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regarding  opium,  as  well  as  other  less  hamiful  products,  the  same: 
a  favorable  fiscal  balance  regardless  of  the  dictates  of  humanity* 
There  is  scarcely  a  parallel  for  general  sordidness  to  the  Dutch 
system  under  the  Companies  and  later;  but  it  was  thought  that 
recently  more  liberal  views  had  been  harbored  by  home  and  colonial 
auUiorities.  The  case  of  opium  does  not  lend  support  to  such 
hopes.  Briefly,  the  drug  has  been  forced  upon  the  reluctant  rajahs 
and  people,  and  its  use  has  been  industriously  promoted  and 
extended.  Many  districts  formerly  free  from  the  curse  have  been 
invaded  and  those  where  the  use  of  opium  is  of  long  standing  have 
been  virtually  flooded.  Spasmodic  agitation  against  the  system  has 
led  to  various  protean  changes  in  the  form  of  the  exploitation,  but 
the  essence  of  the  matter  has  remained  the  same. 

It  is  needless  to  go  into  the  detail  with  which  the  article  is  loaded  \ 
but  if  what  is  said  is  true — ^and  despite  the  allowance  that  may  be 
made  in  view  of  the  outbreaks  of  indignation  on  the  part  of  the 
author,  a  respectable  modicum  must  be  correct — then  the  reassur- 
ing utterances  of  some  recent  writers  and  the  optimistic  views  of 
the  Dutch  government  must  be  misleading;  For  the  case  of  the 
Philippines  the  article  is  full  of  instruction  and  warning.  Cer- 
tainly the  attitude  in  this  matter  cannot  afford  to  be  the  purely  com- 
mercial one,  so  characteristic  of  the  Dutch,  or  the  inevitable  exploita- 
tion must  follow.  The  author's  assertions  that  something  really 
can  be  done  by  a  far-sighted  and  non-mercenary  policy  are  vindicated 
by  him  through  the  citation  of  the  case  of  the  Japanese  in  Formosa* 
With  their  usual  firmness,  whatever  their  ultimate  motives,  the 
Japanese  have  struck  a  blow  at  the  opium-trafhc  in  their  island- 
colony,  from  which  it  is  not  likely  to  recover.  The  author  hopes 
that  tlie  American  government  will,  in  the  interest  of  humanity, 
emulate  and  better  this  example ;  and  that  the  authorities  will  not 
fail  to  allow  for  that  aspect  of  affairs  which  the  Dutch  government 
does  not  seek  to  make  patent,  before  they  accept  any  views  of  the 
Dutch  analogy  which  are  designed  for  foreign  consumption. 

A.  G,  K. 

The  Conference  on  Trusts  of  the  Civic  Federation  in  Chicago 
was  an  unusual  gathering.  A  number  of  distinguished  men  were 
present,  including  such  representatives  of  capital  and  labor  as  Isaac 
Seligman,  the  New  York  banker;  Samuel  C,  Gompers,  the  head 
of  the  American  Federation  of  Labor;  Ex-Mayor  Low  of  New 
York:    Former  ComptroUer  of  the  Currency  Charles  G.  Dawes; 
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Judge  Peter  L.  Grosscup;  Mr.  Brooks  Adams;  Professor  Jere- 
miah W.  Jenks,  President  of  the  American  Economic  Association, 
and  the  journalists,  Mr.  Talcott  Williams  and  Mr.  Albert  Shaw. 
The  papers  read  were,  for  the  most  part,  excellent,  sane  and  prac- 
tical. The  conference  ended  in  adopting  carefully  prepared  reso- 
lutions favoring  the  establishment  by  Congress  of  a  non-partisan 
commission  to  investigate  the  whole  subject  of  trusts.  An  espec- 
ially noteworthy  feature  of  the  speeches  in  the  conference  was  the 
unanimity  of  disapproval  of  the  Sherman  anti-trust  act  and  the 
demand  for  its  repeal  or  amendment.  It  was  recognized  that  not 
all  combinations  were  against  public  policy,  but  that  some  are 
beneficial,  or  even  necessary,  to  the  interests  of  the  consumer.  The 
resolutions  ask  for  a  thorough  inquiry  into  the  advisability  of 
inaugurating  a  federal  license  for  corporations  doing  interstate 
business. 

L  P. 


BOOK  REVIEWS, 

The  Seigniorial  System  in  Canada,  A  Study  in  French  Colonial 
Policy.  By  William  Bennett  Munro,  LL^B,,  Ph,D.,  Assistant 
Professor  of  Government  in  Harvard  University.  (Harvard  His- 
torical Studies,  VoL  XHI.)  New  York:  Longmans,  Green,  and 
Co,,  1907 — pp,  vii,  296. 

The  feudal  regime  in  Canada  has  waited  long  for  an  historian, 
and  this  fact  is  the  more  to  be  wondered  at  since  feudalism  in  all 
its  forms  and  survivals  has  been  a  subject  of  unremitting  attention 
on  the  part  of  scholars  for  half  a  century.  Whoever  has  read  Park- 
man's  brief  but  masterly  sketch  or  has  by  chance  sojourned  among 
the  habitants,  the  ''seigniors"  and  **manoirs"  of  the  present  day^ 
particularly  in  the  province  of  Quebec,  must  often  have  wished  to 
know  more  of  the  history  and  character  of  the  feudal  institutions 
that  were  introduced  by  the  French  into  Canada  and  preserved  by 
the  English  administration  for  nearly  a  century  after  the  conquest 
of  that  country.  Until  the  appearance  of  Professor  Munro's  book 
there  existed  no  single  treatise  that  in  concise,  comprehensive,  and 
scholarly  fashion  met  this  need  of  the  student  and  general  reader. 
We  congratulate  the  author  on  the  success  with  which  he  has  accom- 
plished his  task.  The  only  portion  of  his  work  that  seems  to  fall 
below  the  high  level  reached  in  the  earlier  chapters  is  that  which 
deals  with  the  period  of  British  control,  a  phase  of  the  subject  which 
might  well  receive  separate  and  fuller  treatment. 

Apart  from  its  own  intrinsic  merits  as  a  study  in  feudal  institu- 
tions, this  book  is  important  in  that  it  throws  light  on  French 
colonial  methods  and  renders  it  possible  to  judge  more  justly,  I 
think,  than  ever  before,  the  strength  and  weakness  of  the  French 
system.  It  rounds  out  our  own  colonial  history  in  that  it  presents 
with  unusual  clearness  the  social  and  institutional  life  across  the 
northern  border  and  gives  us  the  opportunity  to  view  ourselves  from 
the  standpoint  of  our  northern  neighbors.  Of  course  other  writers 
have  given  us  a  similar  view-point,  but  their  works,  concerned 
rather  with  the  dramatic  titan  the  structural  aspects  of  the  history, 
have  presented  results  rather  than  causes  and  events  rather  than 
conditions.  Furthermore,  this  book  is  an  important  contribution  to 
that  history  of  European  law  in  the  New  World,  which  still  remains 
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to  be  written.  The  influence  of  a  primitive  environment  upon  the 
feudal  law  of  France,  as  represented  by  the  Custom  of  Paris,  is 
equally  interesting  and  important  with  the  influence  of  a  similar 
environment  upon  the  common  and  statute  law  of  England.  The 
outcome  of  feudalism  in  Canada  is  suggestive.  Though  the 
seigniory  became  the  basal  unit  of  the  colonial  land-system  and 
feudal  tenures  became  firmly  established  on  Canadian  soil,  the  sparse- 
ness  of  the  population  rendered  seigniorial  jurisdiction  largely 
unprofitable  and  brought  inevitable  failure  upon  a  system  that  throve 
luxuriously  in  France.  As  Professor  Munro  well  and  truly  says, 
"The  chief  cause  of  failure  seems  to  be  found  in  the  simple  fact 
that  private  jurisdiction  could  not,  except  in  a  very  few  cases,  be 
made  to  pay  its  way." 

As  the  result  of  his  investigation  Professor  Munro  has  been 
able  to  correct  Parkman  and  others  in  a  number  of  important  par- 
ticulars and  in  general  to  show  that  the  feudal  system  in  Canada 
was  shaped  in  the  interest  of  the  habitant,  whose  welfare,  if  neg- 
lected by  the  seigniors,  was  conserved  by  the  administrative  juris- 
diction of  the  intendant.  The  colonist  was  never  subjected  to  the 
droit  de  chasse  and  was  free  from  many  of  the  other  iniquitous 
seigniorial  practices  that  in  France  oppressed  and  degraded  the 
peasantry.  The  banalities  were  neither  odious  nor  burdensome, 
though  they  were  more  than  nominal,  and  the  judicial  rights,  though 
possessed  by  the  seignior  as  the  result  of  his  seigniorial  g^ant,  were 
never  pushed  to  extremes.  Consequently  the  Canadian  habitant, 
rarely  called  a  roturier  or  censitaire,  stood  on  a  higher  level  of  inde- 
pendence and  prosperity  than  did  the  feudal  tenant  in  old  France. 

Professor  Munro's  research  has  been  wide  and  thorough  and  his 
bibliography  is  full  and  complete.  He  does  not  appear  to  have  had 
access  to  documents  outside  of  Canada  and  has  depended  for  his 
knowledge  of  British  records  upon  Brymner's  Archives.  This  fact 
may  explain  his  reference,  twelve  times  repeated,  to  papers  in  the 
"State  Paper  Office,"  a  repository  that  technically  ceased  to  exist 
in  1854  and  was  actually  demolished  in  1862. 

CHARLES   M.  ANDREWS. 
Johns  Hopkins  University. 
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The  Development  of  Wfsiem  CiviliBation,  By  J.  Dorsey  Forrest, 
Ph.D,,  Professor  of  Sociology  and  Economics  in  Butler  College. 
Chicago:    The  University  of  Chicago  Press,  1907,  $2  net — ^pp, 

In  the  scope  of  a  few  hundred  pages  this  book  proffers  an 
"analysis  of  the  significant  facts  of  European  social  history  .  .  . 
on  the  basis  of  their  ethical,  economic  or  political  values."  The 
author,  like  many  other  students,  has  sought  in  history  some  help 
toward  the  understanding  of  the  present  social  conditions  in  which 
he  was  directly  interested;  unlike  most  others  who  have  pursued 
a  similar  course  he  now  publishes  his  views  on  the  history  of  the 
past  It  is  hard  to  judge  fairly  such  a  venture.  If  we  judge  it  by 
the  aim  and  by  the  profession  of  principles  as  they  appear  in  the 
appendix  on  "Method  and  scope  of  inquiry,"  we  must  praise*  The 
author  writes  with  clearness  and  vigor  when  he  writes  about  social 
history  in  the  abstract,  and  we  could  wish  tliat  his  views  might  find 
wide  circulation  and  general  acceptance.  What  an  immense  differ- 
ence there  is,  however,  between  profession  and  realization !  The 
reviewer,  in  putting  down  tlie  volume,  is  tempted  to  echo  the 
exclamation  of  Brownings  character,  *'I  have  known  Fowr-and- 
twenty  leaders  of  revolts  T* 

The  book,  in  the  first  place,  is  ill  proportioned.  More  than  half 
of  it  is  devoted  to  the  Middle  Ages.  The  author  becomes  involved 
in  the  perplexing  question  of  the  origin  of  the  manorial  and  muni- 
cipal constitutions,  and  wastes  time  in  the  description  of  varying 
local  conditions.  When  he  has  once  left  the  Middle  Ages  he  hurries 
through  modem  and  recent  history  at  a  breathless  pace.  Further, 
the  gaps  between  high  philosophical  abstractions  and  very  matter- 
of-fact  descriptions  are  unbridged,  and  the  connection  is  often 
obscure.  Nor  is  the  transition  aided  by  sentences  like  the  following 
(p.  108,  at  the  beginning  of  a  chapter) ;  "The  statement  made  at 
the  close  of  the  last  chapter  indicates  the  social-physical  develop- 
ment which  was  correlative  with  the  external  social  development 
that  has  been  described  as  the  organization  of  the  means  of  attain- 
ing the  ideal  social  order.'* 

In  his  choice  of  variant  views,  and  in  his  interpretation  of 
accepted  facts  the  author  shows  good  judgment;  he  shows  also  the 
help  which  he  has  gained  for  his  historical  work  from  his  socio- 
bgical  training.  One  could  wish  that  every  student  of  history 
might  have  the  consciousness  of  the  organic  character  of  society. 
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and  the  habit  of  judging  every  fact  as  part  of  a  living  whole,  which 
appear  on  nearly  every  page  of  this  book.  Mistakes  of  fact  (cf. 
dates  on  pp.  245,  324)  are  infrequent,  and  misunderstanding  of  facts 
is  not  so  common  as  one  would  expect  (cf.  p.  179,  Charlemagne; 
259,  importance  of  English  commerce ;  330,  factors  in  the  industrial 
revolution) . 

More  serious  are  some  erroneous  ideas  of  the  larger  processes  of 
history.  The  superiority  of  economic  to  political  factors  as  dynamic 
forces  (cf.  p.  95)  is  exaggerated.  So  the  relation  of  agrarian 
unfreedom  to  politics,  as  seen  for  instance  in  modem  Grermany,  is 
overlooked  (cf.  p.  310)  ;  the  decline  of  Grerman  commerce  is  made 
the  cause  rather  than  the  result  of  the  lack  of  a  national  political 
organization  (p.  281);  attempt  is  made  to  explain  the  contrast 
between  Hanseatic  and  Italian  cities  on  economic  grounds  (p.  252)  ; 
the  decisive  importance  of  England's  insular  position  on  her  political 
constitution  and  so  indirectly  on  her  economic  organization  is  not 
realized  (p.  314).  Another  view,  which  if  not  yet  disproved  is  still 
unproved,  is  that  by  which  the  character  of  economic  consumption 
is  made  an  active  determining  force  in  development  (cf.  pp.  42,  165, 
196,  236,  251,  326,  350  flf.). 

The  book  is  of  value,  not  because  it  makes  any  substantial  con- 
tributions to  our  knowledge  of  the  past,  but  because  it  does  reiterate 
the  reasonable  demand  that  our  knowledge  of  the  past  should  be 
put  in  such  form  that  it  can  be  used  to  explain  the  processes  of 
social  development,  and  to  illuminate  the  problems  of  the  present. 

c.  D. 

The  Political  History  of  England.  In  twelve  volumes.  Edited  by 
William  Hunt,  D.Litt.,  and  Reginald  L.  Poole,  M.A.  Volume 
III.  The  History  of  England  from  the  Accession  of  Henry  HI 
to  the  Death  of  Edward  HI,  1216-1377.  By  T.  F.  Tout,  M.A., 
Professor  of  Medieval  and  Modern  History  in  the  University 
of  Manchester.  Longmans,  Green  &  Q>.,  1905 — ^pp.  xxiv,  496, 
with  three  colored  maps. 

"Our  two  main  sources  of  knowledge  for  medieval  history  are 
records  and  chronicles.  Chronicles  are  more  accessible,  easier  to 
study,  more  continuous,  readable,  and  colored  than  records  can 
generally  be.  Yet  the  record  far  excels  the  chronicle  in  scope, 
authority,  and  objectivity,  and  a  prime  characteristic  of  modem 
research  is  the  increasing  reliance  on  the  record  rather  than  the 
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chronicle  as  the  sounder  basis  of  historicaJ  investigation"    (page 

443)- 

Guided  by  this  principle >  Professor  Tout  has  written  a  broad, 
accurate,  restrained,  and  scholarly  book.  Admirable  in  its  reliance 
on  this  authority  and  objectivity  of  the  records,  it  is,  however »  a 
book  which  will  appeal  to  the  scholar  rather  than  to  the  general 
reader.  For,  while  he  will  indeed  find  much  of  interest  in  the 
volume,  it  will  seem  to  the  reader  rather  forma!. 

In  one  of  his  essays,  Professor  York  Powell  says  that  style  and 
the  needs  of  a  popular  audience  have  no  more  to  do  with  history 
than  with  law  and  astronomy.  This  is  perhaps  a  more  cold-blooded 
view  of  history  than  the  majority  of  modern  historians  would  be 
willing  to  accept,  but  it  expresses  tlie  tendency  of  the  new  scienti- 
fic methods  in  dealing  with  historical  material.  The  difficulty  of 
writing  history  mainly  from  the  records  is  great,  and  the  results 
obtained  are  necessarily  more  rigid  and  exact  than  popular  in 
character.  An  evidence  of  this  fact  is  apparent  from  time  to  time 
in  Professor  Tout's  book,  where  frcqviently  in  the  place  of  an  easy 
and  measured  narrative  we  find  a  close  approach  to  simple 
enumeration.  Particularly  is  this  the  case  on  pages  280,  316,  and 
352  when  the  progress  of  events  is  made  to  mark  time  while  he 
counts  his  men ;  then,  roll-call  being  finished,  the  procession  moves 
on.  The  continuity  thus  broken  is  in  a  degree  maintained  by  throw- 
ing out  a  strong  sentence  at  the  end  of  each  paragraph  to  act  as  a 
pier  on  which  the  structure  rests.  But  these  are  minor  points,  and 
they  do  not  impair  the  integrity  of  the  history* 

The  work  throughout  is  so  well  done  tliat,  while  occasion  may  be 
found  for  comment,  there  is  no  cause  for  serious  criticism. 
Perhaps  most  significant  is  an  omission  in  the  consideration  of  the 
causes  of  the  Hundred  Years*  War  It  would  seem  that  after 
weighing  the  various  political  elements  which,  in  his  mind*  made  the 
struggle  inevitable  (page  338),  the  author  should  have  given  more 
attention  to  the  commercial  aspect  of  the  war*  The  exchange  of 
wines  and  olive  oil  from  Gascony  for  fish,  bides,  metals,  and  wool 
from  England,  as  well  as  the  supplying  of  wool  as  raw  material 
tn  Flanders  in  rettirn  for  cloth,  was  extensive  and  very  profitable. 
This  trade  was  seriously  menaced  by  the  French  aggressions  in 
Flanders  and  south  of  the  Loire,  and  its  threatened  destruction 
certainly  should  have  been  estimated  as  a  prominent  factor  in  making 
the  conflict  unavoidable. 
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One  or  two  other  points  call  for  consideration.  On  page  350  a 
controversy  which  leads  to  the  formal  re-assertion  of  the  principle 
of  trial  by  peers  can  hardly  be  called  "childish." 

In  connection  with  the  Scotch  wars  of  Edward  I.,  one  is  disap- 
pointed not  to  find  more  mention  of  the  part  which  the  long-bow 
played  in  them;  and  there  is  also  an  inclination  to  raise  the  ques- 
tion whether  William  Wallace  deserves  the  good  character  given 
him  on  page  226.  He  was  all  of  those  things,  to  be  sure,  but  he 
was  a  g^eat  deal  more  and  worse.  On  page  184,  Eleanor  of  Castile 
should  read  Eleanor  of  Provence.  The  interpretation  of  the 
chronicle  of  Goeffrey  le  Baker,  and  of  Chandos  Herald  in  rela- 
tion to  the  battle  of  Poictiers  is  new,  and  should  have  a  diagram 
to  indicate  the  movements  of  the  armies.  The  description  of  this 
battle  on  pages  390-92  is  not  altogether  clear. 

On  the  other  hand,  attention  should  be  directed  to  the  broad  view 
of  the  subject  which  Professor  Tout  has  taken,  and  which  may  be 
illustrated  by  a  few  characteristic  examples.  On  page  69  he  says, 
"the  history  of  these  years  (1248- 1258)  must  be  sought  not  so 
much  in  the  relations  of  the  king  and  his  English  subjects  as  in 
Gascony,  in  Wales,  in  the  crusading  revival,  and  in  the  culmination 
of  the  struggle  of  the  papacy  and  the  empire."  The  justice  of  his 
estimate  of  medieval  legislation  (page  152)  is  hardly  open  to  ques- 
tion. He  says,  "but  all  medieval  laws  were  rather  enunciations  of 
an  ideal  than  measures  which  practical  statesmen  aimed  at  carrying 
out  in  detail."  Then  again,  to  the  idea  that  the  Black  Death  was  the 
one  g^eat  turning  point  in  the  social  and  economic  history  of 
England,  he  says,  "  a  wider  survey  suggests  the  extreme  improb- 
ability of  a  single  visitation  (of  the  Black  Death)  having  such  far- 
reaching  consequences"  (page  374).  The  appendix  "on  authori- 
ties" contains  twenty  pages  of  bibliography,  eighteen  of  which  are 
taken  up  with  a  discussion  of  the  original  sources. 

Altogether  the  scholarship  of  the  work  is  quite  equal  to  the 
high  standard  set  by  the  previous  volumes  of  the  series. 

CHALFANT  ROBINSON. 
Yale  University. 

The  Working  of  the  Railroads.  By  Logan  G.  McPherson,  Lecturer 
on  Transportation  at  Johns  Hopkins  University.  New  York, 
Henry  Holt  &  Co.,  1907— pp.  269. 

Mr.  McPherson  writes  of  the  history,  organization,  finance,  and 
operation  of  American  railroads;  a  field  so  broad  that  it  obviously 
could  not  be  treated  in  a  technical  manner  within  the  space  limits 
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of  the  modest  volume  at  hand.  But  the  author's  object  in  pre- 
senting this  work  to  the  public  is  highly  praiseworthy.  He  believes^ 
with  the  great  majority  of  thinking  men,  that  we  are  passing 
through  a  species  of  national  crisis  in  which  the  relations  of  the 
corporation  to  the  public  and  of  the  public  to  the  corporation  are 
to  be  made  the  subject  of  drastic  examination;  therefore,  he 
addresses  his  book  to  three  classes  of  people:  first,  those  whose 
votes  elect  legislators  and  ultimately  control  legislation ;  second, 
those  in  the  railroad  service  who  would  gain  a  more  extended  view 
of  its  different  phases  than  is  afforded  by  contact  with  their 
imniediate  duties;  and^  third,  young  men  whose  studies  include 
the  transportation  industry,  many  of  whom  may  make  it  their 
vocation. 

The  author  therefore  treats,  first  of  all,  of  the  transportation 
function,  and  shows  hastily,  btit  thoroughly  enough  for  his  purposes^ 
the  causes  and  statistics  of  railroad  growth  in  this  country.  He 
brings  out  a  point  perhaps  little  appreciated — that,  of  the  early 
railroads,  few  if  any  were  built  primarily  with  the  expectation  of 
obtaining  profit  from  their  operation.  The  Baltimore  &  Ohio  was 
built  to  draw  traffic  to  the  city  of  Baltimore ;  the  Cincinnati  South- 
ern, to  give  Cincinnati  an  outlet  to  the  South  that  would  be  inde- 
pendent of  Louisville;  the  transcontinental  roads,  that  they  might 
bind  the  Pacific  Coast  to  the  Union,  In  many  of  these  roads  the 
money  first  contributed  has  been  lost  and  some  of  them  have  been 
reorganized  time  and  again,  but  they  have  nearly  always  effected 
the  desired  purpose  of  developing  the  regions  which  they  have 
traversed  and  the  communities  which  they  have  served. 

In  treating  of  the  problems  which  now  confront  the  railroad 
builder,  Mr,  McPherson  points  out  that  the  characteristic  of  present- 
day  new  construction  is  rather  to  relieve  the  burden  of  existing 
lines  than  to  open  up  new  territory,  and  he  shows  that  the  locating 
engineer  is  rarely  able  to  choose  an  ideal  but  must  do  the  best  he  can 
under  the  circumstances  that  confront  him,  A  general  view  is  then 
given  of  the  railroad  as  an  instrument  of  transportation.  This 
is  so  sketchy  that  it  might  perhaps  have  been  omitted  from  the 
book,  and  the  necessity  of  filling  several  pages  with  a  description 
of  whistle  and  bell  signals  does  not  appear,  in  view  of  the  objects 
to  be  attained-  The  same  criticism  of  hasty  treatment  may  be 
applied  to  many  other  parts  of  the  book,  as,  for  example,  the  descrip- 
tion  and  discussion  of  the  departmental  and  divisional  types  of 
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organization.  The  author  cites  the  Pennsylvania  as  a  type  of  the 
divisional  system.  As  a  matter  of  fact,  the  Pennsylvania  has  a 
pretty  thoroughly  mixed  system,  the  organization  below  the  general 
manager  being  in  the  main  divisional,  while,  at  the  same  timet  a  series 
of  staff  officers  such  as  Mr,  Theodore  N.  Ely,  Chief  of  Motive 
Power,  report  beyond  the  general  manager  and  have  a  collateral 
responsibility  over  the  work  done  by  men  who  come  primarily  under 
the  general  manager's  authority.  The  best  illustration  we  know  of 
a  purely  departmental  system  is  that  of  the  characteristic  British 
railway  organization,  where  the  locomotive  chief  has  responsibility 
and  direct  authority  almost  equal  to  that  of  the  general  manager^ 
and  in  many  cases  reports  to  no  one  but  his  non-technical  board 
of  directors.  But  Mr.  McPherson  has  given  a  correct  idea  of  the 
two  types  of  organizations  and  has  well  covered  their  respective 
advantages  and  shortcomings. 

The  chapter  on  traffic  is  of  considerable  value,  not  only  because 
the  author  has  succeeded  in  giving  a  bird's-eye  view  in  a  few  chapters 
of  a  very  big  subject,  but  also  because  he  makes  it  perfectly  clear,  in 
non-technical  language,  how  hard  it  is  for  a  railroad  manager  to 
overcharge  his  shippers,  and  how  largely  rates  are  based  on  condi- 
tions over  which  the  manager  has  no  control  This  is  the  kind  of 
information  which  seems  likely  to  do  the  most  good  in  the  present 
state  of  public  temper,  when  the  disposition  to  believe  that  corpora- 
tions in  general  and  railroads  in  particular  habitually  overcharge  is 
based  almost  entirely  on  ignorance  of  certain  very  essential  primary 
conditions. 

In  the  chapter  on  accounting  and  statistics,  Mr,  McPherson  has 
also  succeeded  well  in  conveying  a  good  general  idea  of  a  large 
matter.  Measured  off  by  Greene's  Corporation  Finance,  which  is 
perhaps  the  best  book  in  existence  on  this  subject,  the  work  is 
superficial,  but  the  chances  are  that  the  reader  to  whom  Mr, 
McPherson  very  properly  addresses  his  work  will  be  able  to  absorb 
the  fundamental  principles  of  railroad  accounting  quite  as  easily 
from  Mr.  McPherson *s  book  as  he  will  from  the  thorough  and 
excellent  study  by  Mr<  Greene, 

The  author  next  takes  up  the  actual  working  details  involved 
in  the  operation  of  a  railroad  and  give^  a  clear  picture  of  the 
respective  officers  responsible  for  various  branches  of  traffic  move- 
ment and  of  the  methods  by  which  the  complicated  machine  is  kept 
moving  smoothly.   The  last  chapter,  entitled  '^Relation  to  the  Public 
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and  the  State;'  d'eats  in  philosophic  manner  of  the  attitudes  which 
the  national  government  and  different  States  have  held  at  different 
times  toward  the  railroads^  and  of  the  grounds  upon  which  they 
have  based  taxation  and  efforts  at  rate  regulation.  The  author 
shows  the  fallacy  of  considering  a  railroad  rate  as  a  tax»  since 
a  rate  represents  payment  for  services  rendered  ;  services  that^  along 
with  other  factors,  constitute  the  cost  of  production,  whereas  a 
tax  is  primarily  a  levy  for  the  support  of  a  government,  laid  some- 
times upon  people  and  sometimes  upon  commodities-  Mr.  McPher- 
son  also  cites  some  of  the  principal  arguments  for  governmental 
rate  regulation  and  has  an  answer  for  each  argument  which  he 
brings  forward,  although  he  mentions  the  fact — which  ought  to  he 
well  known  hut  which  is  often  overlooked — that  the  right  of  resort 
to  the  courts  of  a  State  to  test  the  reasonableness  of  a  rate  on 
traffic  within  the  limits  of  that  State  is  inherent  under  the  common 
law,  and  that  it  was  conferred  upon  the  federal  courts  in  the  case 
of  traffic  between  one  State  and  another  by  the  Interstate  Commerce 
Act  of  1887.  That  is,  to  use  the  author's  summary,  intrastate 
traffic  has  always  been  under  governmental  control  and  interstate 
traffic  has  been  definitely  under  governmental  control  for  the  past 
nineteen  years. 

The  last  chapter  also  covers  the  traffic  pools  of  the  seventies, 
stmimarizes  the  principal  points  settled  by  the  original  Interstate 
Commerce  Act,  and  shows  how  the  rate  law  of  1906  enlarged  these 
original  functions  of  the  Interstate  Commerce  Commission.  The 
summary  of  the  new  law  is  well  expressed  and  is  put  in  useful 
form. 

For  those  who  wish  to  get  a  good  general  outline  of  the  rail- 
road situation  in  this  country  without  going  much  into  detailSi 
Mr.  McPherson's  book  can  be  heartily  recommended,  and  not  the 
least  important  part  of  it  is  the  list  of  references  with  which 
the  book  concludes — references  which  show  a  student  where  to  go 
in  case  he  wishes  to  look  up  some  of  the  interesting  lines  of  research 
laid  open  to  him.  • 

RAY  MOIRIS. 
Mew  York  City. 
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Industrial  Combinction.     By  D.  H.  McGregor.    London:    George 
..Bell  &  Sons,  1906. 
Uber  den  amerikanischen  Stahltrust:    Mit  Beriicksichtigung  des 

deutschen   Stahlwerksverbands.     Von  Julius  Gutmann.    Essen: 

G.  D.  Baedeker,  Verlagshandlung,  1906. 

The  two  works  named  above,  while  differing  widely  in  their 
approach  to  the  general  subject  of  industrial  consolidation,  are  yet 
sufficiently  in  harmony  in  their  method  of  treatment  to  justify  con- 
sideration in  the  same  review.  McGregor's  work,  as  its  name 
implies,  is  a  general  treatise  on  the  subject  of  industrial  combina- 
tions using  the  word  in  its  most  general  significance,  and  while 
treating  of  general  principles  it  illustrates  them  by  a  considerable 
variety  of  facts  gleaned  from  the  history  of  trusts  and  cartels  in 
the  United  States,  Grermany,  England,  France  and  other  countries 
in  which  the  trust  movement  has  gained  a  footing.  Gutmann's 
monograph,  on  the  other  hand,  approaches  the  subject  from  a  specific 
study  of  the  greatest  of  the  industrial  consolidations,  but  illustrates 
his  work  by  constant  and  apt  comparisons  drawn  from  the  structure 
and  operations  of  the  German  steel  trust  and  various  other  forms 
of  combinations  in  Europe  and  America. 

McGregor's  book  of  two  hundred  and  fifty  pages  of  liberal 
dimensions  is  perhaps  the  most  ambitious  piece  of  constructive  work 
on  the  trust  movement  that  has  yet  appeared.  He  defines  combina- 
tion as  "a  method  of  economic  organization  by  which  a  common 
control  of  greater  or  less  completeness  is  exercised  over  a  nimiber 
of  firms  which  either  have  operated  hitherto  or  could  operate  inde- 
pendently." The  unit  of  combination  is  thus  the  firm  or  establish- 
ment which  has  "economic  efficiency  for  the  supply  of  goods." 
Industrial  combination  is  thus  radically  different  from  labor  com- 
bination in  this  important  respect: — ^the  unit  in  industrial  combina- 
tion is  the  self-sufficient  firm,  while  in  labor  combinations  it  is  the 
individual  economically  dependent  upon  the  employing  class.  The 
units  which  enter  into  industrial  combination  being  self-sufficient 
and  therefore  independent,  remain  separate  or  combine  according 
as  their  economic  interests  dictate.  If,  however,  they  remain 
separate  when  economic  forces  are  calling  for  their  union,  such 
forces  will  in  the  end  destroy  the  least  efficient  producers  and  extend 
the  operations  of  the  more  efficient.  Combination  is  thus  a  "con- 
scious and  deliberate  interference  with  those  relations  of  producers 
which  would  be  adjusted  in  the  long  run  by  the  force  of  natural 
selection."    Combination  and  monopoly  are  thus  entirely  different 


1907  J 


Book  Reviews. 


331 


and  independent  concepts,  as  was  pointed  out  in  the  columns  of  this 
Review  in  1900.^  Combination  may  intensify  competition  or  it 
may  lead  to  monopoly.  Monopoly  may  be  based  upon  com- 
bination or  it  may  be  secured  without  its  aid.  The 
combination  is  thus  never  free  from  the  competitive  forces,  indeed 
it  is  often  the  embodiment  of  the  most  effective  competitive  methods. 
Efficiency  in  production,  discrimination  in  price,  the  use  of  the 
boycott  and  the  corner,  are  alt  weapons  of  competition  which  the 
combination  knows  how  to  use  with  the  most  disastrous  results. 

Perhaps  the  most  instructive  feature  of  the  work  is  its  discussion 
of  the  effects  of  the  protective  tariff  upon  the  operation  of  the 
trusts.  Written  from  the  EngHsh  point  of  view,  the  author  is 
enabled  to  take  a  more  impartial  and  perhaps  a  more  comprehensive 
survey  of  the  interrelations  of  government  protection  and  industrial 
consolidation  than  most  of  the  writers  of  Germany  or  the  United 
States,  He  correctly  contends  that  while  the  protective  tariff  is 
only  one  of  the  causes  of  combination,  it  is  probably  the  most  fruit- 
ful source  of  monopolistic  power  which  the  combination  possesses. 
Moreover  he  believes  that  too  much  has  been  made  of  the  tlicory 
that  protected  combinations  will,  on  the  removal  of  the  tariff,  rush 
into  international  consolidations.  Such  is  the  exceptional  rather 
than  the  usual  course  of  events*  In  short  he  argues  that  with  a 
general  free  trade  policy  the  benefits  of  consolidation  may  be 
obtained,  resulting  in  a  lower  cost  of  production  and  a  reduced  price 
to  die  consumer  without  entailing,  to  use  Professor  Clark's  phrase^ 
"the  blighting  effects  of  monopoly/' 

On  the  whole  the  work  is  a  valuable  addition  to  the  literature  of 
the  general  trust  movement.  It  is,  however,  likely  to  find  its  chief 
usefulness  among  the  scholarly  students  of  the  subject  since  it  is 
marred  by  tlie  constant  use  of  technical  terms  many  of  which  seem 
to  have  been  coined  by  the  author  and  which  he  does  not  usually 
explain. 

Gutmann's  monograph  on  the  American  Steel  trust  has  very  little 
to  offer  the  American  reader  in  its  description  and  analysis  of  the 
structure  and  working  of  the  Steel  corporation.  It  will,  however, 
on  this  point  prove  of  large  interest  to  the  German  economists  and 
business  men.  Its  chief  value  to  us  will  be  found  in  its  use  of 
the  comparative  method  of  study  applied  to  the  two  great  trusts 
in  the  steel  industry,  the  United  States  Steel  corporation  and  the 

'  The  Classification  of  Monopolies  and  Combinations,  Vol.  IX,  No.  3,  p.  3^ 
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German  Steel  cartel.  The  work  is  introduced  by  a  short  description 
of  the  development  of  the  iron  and  steel  industry  in  the  United 
States.  It  contains  chapters  on  the  constituent  companies  of  the 
corporation;  on  the  genesis,  structure  and  administration  of  the 
steel  trust ;  on  the  corporation  as  a  form  of  industrial  organization ; 
a  comparison  of  the  corporation  and  the  cartel ;  on  the  relation  of 
the  steel  corporation  to  its  employees;  on  its  financial  policy,  and 
ends  with  a  direct  and  somewhat  detailed  comparison  of  the  Steel 
corporation  with  the  Grerman  Steel  combination. 

His  discussion  of  the  comparative  strength  and  efficiency  of  the 
Steel  corporation  and  the  German  Steel  cartel  is  for  the  American 
reader  the  most  instructive  part  of  the  work.  He  finds  certain 
advantages  in  the  corporation,  certain  other  advantages  in 
the  cartel.  The  most  important  distinction  between  the 
two  he  finds  in  the  union  of  the  stages  in  production, 
the  ownership  and  harmonious  operation  of  iron  mines,  coal 
mines,  railroads  and  steamship  lines,  furnaces,  rolling  mills 
and  steel  works,  a  process  called  in  technical  economic  language 
"the  integration  of  industry."  The  United  States  Steel  corpora- 
tion has  carried  this  process  of  consolidation  to  its  logpical  conclusion 
in  several  lines  with  marvelous  results.  Integration  is  the  distin- 
guishing characteristic  of  the  American  corporate  consolidations, 
but  is  of  course  impossible  or  at  least  impracticable  in  the  German 
cartel.  Consequently  the  corporation  has  tended  to  achieve  econo- 
mies in  operation  while  the  cartel  has,  on  the  other  hand,  tended  to 
establish  and  maintain  partial  and  sometimes  fairly  complete 
monopolies. 

The  monograph  shows  evidence  of  careful  and  painstaking 
research.  It  is  supplied  with  a  full  bibliography  and  numerous 
foot-notes,  giving  the  sources  of  information.  The  value  of  the 
work  is  lessened  by  the  author's  reliance  upon  German  writings 
upon  the  American  trusts  when  he  might  have  used  first-hand 
American  documents,  papers  and  other  original  material. 

MAURICE    H.    ROBINSON. 
University  of  Illinois. 
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RECENT    LITERATURE. 

Principles  af  Economics.  By  Alfred  MarshalK  Vol.  i,  fifth  edi- 
tion. New  York;  Macraillan  &  Co.  This  book,  the  appearance 
of  the  fifth  edition  of  Marshall,  testifies  to  the  widespread  appre- 
ciation of  that  monumental  work,  and  at  the  same  time  calls  atten- 
tion to  the  fact  that  the  promised  second  volume  has  not  yet 
appeared.  In  the  preface  to  the  fiftli  edition  Professor  Marshall 
explains  why  he  has  not  been  able  to  carry  out  his  original  plan. 
The  reason  in  brief  is  that  as  the  material  grew  on  his  hands,  he 
saw  the  necessity  not  only  for  a  second  volume  but  for  a  third  and 
a  fourth.  Then,  fearful  lest  a  single  work  in  four  volumes  should 
be  too  cumbersome  for  the  purpose  intended,  he  has  changed  his 
plan,  and  now  intends  to  bring  out  an  "almost  independent  volume, 
part  of  which  is  already  in  print,  on  NQtional  Industry  and  Trade,*' 
He  goes  on  to  state  that  this  volume  may  be  followed  at  no  very 
long  interval  by  a  companion  article  on  Money,  Credit  and  Employ- 
ment, and  that  finally  it  may  be  possible  to  compress  these  two 
volumes,  together  with  some  discussion  of  the  function  of  govern- 
ment, into  a  single  volume;  which  may  supplement  the  present^ 
and  form  a  consecutive  treatise  of  moderate  length.  One  cannot 
but  admire  the  tenacity  of  purpose  with  which  writers  like  Marshall 
and  Herbert  Spencer,  with  limited  physical  strength,  have  pursued 
plans  for  great  life  works  involving  long  and  orderly  sequence. 
The  present  book  is  for  the  most  part  a  reprint  of  former  edi- 
tions, but  some  of  the  appendices,  and  the  greater  part  of  book  6, 
chapter  13,  on  Progress  in  Relation  to  Standards  of  Life,  are  new, 
and  some  other  chapters  have  been  re-written. 


A  History  of  Slavery  in  Cuba,  1511  to  1868.  By  H.  H.  S.  Aimes. 
New  York  and  London:  G.  P.  Putnam's  Sons,  1907 — pp,  xi,  298. 
The  author  has  already  published  part  of  his  results  in  this 
Review  (vol.  xv.  No*  i).  His  book  is  a  careful  compilation 
from  reliable  sources;  a  large  amount  of  research  has  gone 
into  its  construction,  and  it  should  prove  most  valuable  to  any 
scholar  interested  in  Cuba,  or  in  the  Spanish  colonial  system 
in  general.  It  is  a  good  example  of  the  kind  of  solid  work  that 
American  directors  of  historical  investigation  are  now  insisting 
upon;  the  whole  book  gives  one  the  impression  of  facts  painstak- 
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ingly  gathered  for  some  larger  purpose.  Naturally  there  is  not 
much  chance  to  render  this  information  attractive  and  readable,  or  to 
fix  it  in  its  proper  setting  in  the  general  topic  of  human  enslavement, 
or  in  that  of  colonial  policy.  Occasionally,  in  its  discontinuity,  it 
approaches  the  chronicle-form  so  commonly  observable  in  the 
Spanish  sources  themselves.  There  is  no  particular  strength  of 
literary  expression  and  art  to  disguise  the  note-system  behind  the 
text,  nor  are  there  many  invocations  of  those  wider  view-points  that 
might  enliven  detail.  Occasionally  the  author  combats  a  commonly 
accepted  view,  as  when,  for  example,  he  dismisses  the  claim  that 
the  English  occupation  of  Havana  in  1762  meant  Cuba's  economic 
awakening  as  "one  instance  of  Anglo-Saxon  self-glorification." 
In  this  case  it  can  hardly  be  admitted  that  his  facts  have  established 
his  contention.  In  general.  Dr.  Aimes  conceives  Spain's  policy  in 
regard  to  Cuba  and  the  slave-trade  as  being  "well  abreast  of  the 
times,  as  consistently  as  local  and  international  conditions  would 
allow."  The  book  is  a  useful  one  and  the  reader  will  hope  with 
the  author  that  it  may  aid  in  solving  some  of  the  problems  connected 
with  the  island. 

Emancipation  of  the  Medieval  Towns.  By  A.  Giry  and  A. 
Reville.  Translated  and  edited  by  Frank  Green  Bates  and  Paul 
Emerson  Titsworth.  New  York :  Henry  Holt  &  Company,  1907 — 
pp.  69.  The  third  number  of  the  Historical  Miscellany,  edited  by 
Prof.  Earle  W.  Dow,  furnishes  a  companion  piece  to  Seignobos's 
Feudal  Regime,  and  will  be  a  welcome  addition  to  the  resources  of 
the  teacher  of  European  history.  It  cannot  pretend,  of  course,  to 
introduce  students  to  the  difficult  questions  involved  in  municipal 
origins,  and  it  covers  only  the  rise  of  the  towns  of  France.  In  its 
field,  however,  it  is  unsurpassed ;  and  the  general  student  will  learn 
more  by  studying  the  vivid  picture  which  it  presents  than  he  could 
hope  to  learn  by  attacking  at  the  start  the  whole  question  of  munici- 
pal organization,  in  all  its  uncertainties  and  complexities.  The 
translators  have  done  their  work  well;  especially  do  they  deserve 
commendation  for  accepting  frankly  terms  for  which  there  is 
really  no  English  equivalent:  conjuration,  chevauchee,  towns  of 
burgessy,  etc. 

His  Grace  the  Steward  and  Trial  of  Peers,  By  L.  W.  Vernon 
Harcourt.  London:  Longmans,  Green,  &  Co.,  1907 — ^pp.  xii,  500. 
This  book,  by  the  nature  of  the  subjects  which  it  covers,  can  appeal 
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to  but  few  students;  it  traces  the  history,  from  early  times  to  the 
fifteenth  century,  of  an  office  and  an  institution  which  belong  in  the 
field  of  constitutional  antiquities  rather  than  in  that  of  constitutional 
history.  If  the  reader,  however,  grants  the  right  of  the  author  to 
choose  what  subject  he  pleases,  he  can  feel  only  admiration  for 
the  manner  in  which  tlie  study  is  executed.  The  work  is  based 
entirely  upon  original  sources,  of  which  a  considerable  proportion 
is  still  unpublished,  and  is  supported  by  lavish  references  and 
quotations. 

The  Organization  of  Ocean  Commerce.  By  J*  Russell  Smith. 
University  of  Pennsylvania  Publications,  1905.  This  book  is  an 
important  study  in  a  hitherto  comparatively  neglected  field.  It  is 
largely  the  result  of  an  investigation  into  the  question  of  the 
probable  commercial  effects  of  the  Panama  canal.  After  consider- 
ing the  character  and  importance  of  ocean  commerce,  the  writer 
discusses  it  from  three  principal  points  of  view:  (i)  charter  and 
line  traffic,  (2)  routes  and  shipping,  (3)  harbor  and  port  facili- 
ties. Such  important  subjects  as  ocean  freight  rates,  the  probable 
effects  of  the  Panaina  canal  upon  ocean  routes  and  coaling  sta- 
tions, the  competition  of  the  steamer  with  the  sailing  vessel  in  the 
carrying  trade,  etc.,  are  carefully  treated*  The  style  is  well  cal- 
culated to  interest  the  general  public  as  well  as  the  student  whose 
particular  interest  is  in  the  field  of  ocean  commerce* 

The  Crisis  at  Panama,  By  Lindon  W.  Bates.  Reprinted  from 
Engineering  World,  Vol  iv,  Nos.  25-28,  1907.  This  is  a  scholarly 
treatment,  by  an  eminent  engineer,  of  the  engineering  problems 
involved  in  constructing  the  Panama  canal.  The  series  of  papers 
gives,  in  language  free  from  technical  terms,  a  critical  analysis  of 
the  work  now  in  progress  for  the  general  purpose  of  disclosing 
what  this  country  is  being  committed  to  at  Panama*  After  criticis- 
ing severely  the  plan  of  the  canal,  under  which  work  is  being  pushed, 
the  writer  obser\^es  that  *'the  President  or  Congress  should  call 
for  the  abandonment  of  the  three  locks  in  flight  at  Gatun  and  the 
substitution  on  that  site  of  one  lock  to  lead  from  a  lower  lake  to 
the  summit  level.''  In  a  word,  the  writer's  project  is  on  the  prin- 
ciple of  isolated  locks,  and  a  summit  level  of  62,5  feet  instead  of 
the  85- foot  level  as  adopted. 

Currency  and  Coin.  By  Richard  B,  Pullmi,  New  York:  The 
Occasional  Publisher,  1907,     This  little  book  presents  an  ingenious 
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but  wholly  unscientific  and  impracticable  scheme  for  reform  of  the 
monetary  system  of  the  United  States.  The  author  hopes  to 
increase  the  metallic  circulation  by  a  highly  artificial  kind  of 
bimetalism  and  to  replace  the  present  national  bank  notes  by  notes 
loaned  to  the  banks  by  the  government,  the  government  receiving 
interest  and  being  secured  by  the  deposit  of  bonds.  The  whole 
treatment  shows  lack  of  familiarity  with  the  principles  of  monetary 
science  and  the  literature  of  the  subject. 

Select  List  of  Books  on  Reciprocity  with  Cancuia,  Library  of 
Congress.  Washington:  Government  Printing  Ofiice,  1907.  This 
list  makes  a  pamphlet  containing  nine  pages  of  titles  of  books  and 
magazine  articles  bearing  mainly  on  recent  discussions  of  the 
subject,  and  is  compiled  by  Mr.  A.  P.  C.  Griffin,  chief  bibliographer 
of  the  Library  of  Congress.  It  cannot  be  called  a  bibliography, 
and  it  is  not  intended  to  be,  but  it  serves  its  purpose  fairly  well  as 
a  "ready-to-hand  guide  to  accessible  material."  The  great  mass 
of  government  documents  on  reciprocity  with  Canada  is  not  listed, 
but  a  page  is  given  to  the  publication  in  which  trade  statistics  may 
be  found,  particularly  those  of  recent  years.  There  follows  an 
alphabetical  list  of  books  made  up  for  the  most  part  of  the  published 
speeches  of  public  men,  together  with  several  standard  works  on 
reciprocity,  and  a  good  list  of  the  most  prominent  articles  appearing 
in  periodicals  from  1903  to  1907.  It  is  to  be  hoped  that  this  list  will 
contain,  at  least  approximately,  all  the  material  to  be  found  in  the 
Library  of  Congress. 

Ancient  Society,  By  Lewis  H.  Morgan.  New  York:  Henry 
Holt  &  Co.,  1907.  This  is  a  reprint,  after  three  decades,  of  a 
famous  work.  Morgan  has  been  a  trusted  authority  for  many 
years,  and  will  so  remain.  The  present  volume  is  well  got  up, 
although  the  type  is  occasionally  a  little  marred. 

Sur  quelques  Erreurs  de  Methode  dans  VEtude  de  VHomme  pri- 
mitif.  By  L.  Wodon.  Solvay  Institut  de  Sociologie.  Bruxelles: 
Misch  et  Thron,  1906.  The  author  of  this  publication  thinks  that 
reasoning  concerning  social  origins  is  too  often  vitiated  by  a  ten- 
dency toward  a  priori  construction,  and  otherwise  failing  to  observe 
"the  most  imperious  rules  of  scientific  criticism."  Of  this  there  can 
be  no  manner  of  doubt,  and  great  credit  is  due  to  M.  Wodon  for 
his  attack  upon  such  looseness  of  thinking.     His  assault  is  levelled 
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mainly  against  Biicher  as  a  type,  and  develops  into  an  analysis  of 
the  terms  Wiftschaft  and  Nkht-Wirtschaft  employed  mainly  in  Di$ 
Entstehung  der  Volkswirtschaft. 

The  Twenty- Fifth  Annual  Report  of  the  American  Bureau  of 
Ethnology,  For  1903- 1904.  Washington :  Government  Printing 
Office.  1907,  This  volume  contains,  besides  the  usual  report  of  the 
Chief,  two  accompanying  papers  by  J.  W.  Fewkes,  One  of  these 
is  upon  the  Aborigines  of  Porto  Rico  and  Neighboring  Islands  and 
the  other  treats  of  certain  antiquities  of  Eastern  Mexico.  Both 
are  of  the  high  quality  characteristic  of  the  work  of  the  Bureau  and 
of  Mr»  Fev^?kes,  and  are  splendidly  illustrated  by  plates  and  figures, 


The  Ethics  of  Force,  By  H,  E.  Warner.  Boston :  Ginn  &  Co., 
1905.  This  is  a  small  volume  consisting  of  papers  read  to  the 
Ethical  Club  of  Washington,  D.  C,  at  about  the  time  of  the  Spanish 
War.  The  author  takes  issue  with  the  ordinary  views  of  the  nature 
and  demands  of  heroism  and  patriotism,  which  he  characterizes  as 
being  satisfied  with  spelling  the  words  with  a  capital  letter  and  the 
bursting  of  fire-crackers,  A  more  rational  conception  of  these 
ideals  would  do  away  with  much  of  the  demand  for  war,  which  is 
itself  irrational,  unpro6 table,  "a  clumsy  agency  which  no  longer 
serves  a  useful  purpose  and  in  the  evolution  of  the  race  ought  not  to 
survive.**  Indeed,  as  soon  as  men  come  to  realize  that  war  does  not 
pay,  it  will  cease.  Furthermore,  the  author  seeks  to  show  that  war 
is  opposed  both  to  the  letter  and  spirit  of  the  teachings  of  Christ* 
In  so  far  as  Christianity  condones  warfare  it  is,  therefore,  a 
departure  from  the  ideals  of  its  founder.  The  argument  is  largely 
based  upon  the  author's  conception  of  the  nature  of  the  evolutionary 
process  and  opposes  the  views  recently  set  forth  by  Bishop  Potter 
and  others,  that  war  is  the  condition  of  progress  and  hence  will 
always  exist- 

Politics  and  Disease*  By  A.  Goff  and  J.  H.  Levy.  London: 
P.  S.  King  and  Son,  1906.  This  is  an  impassioned  denotmcement 
of  various  prevailing  customs  in  the  medical  profession  such  as 
vivisection  and  vaccination.  The  writers  take  the  ground  that  many 
such  long-time  practices  have  become  stereotyped  and  generally 
accepted  as  proper,  but  that  in  actuahty  they  are  unscientific  and 
invariably  wrong. 
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Facts  about  Immigration.  Report  of  the  Proceedings  of  Q>n- 
f  erences  on  Immigration  held  in  New  York  City,  Sept.  24  and  Dec. 
12,  1906,  by  the  Immigration  Department  of  the  National  Civic 
Federation.  A  considerable  portion  of  the  book  is  devoted  to  the 
debate  between  Mr.  Prescott  F.  Hall  and  Mr.  Nathan  Bijur,  fol- 
lowed by  a  discussion. 
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THE  recent  panic  has  illustrated  principles  with  which  stu- 
dents of  economics  have  long  been  familiar  and  has  served 
to  emphasize  again  many  of  the  weaknesses  in  our  present  mone- 
tary and  banking  system  which  have  formed  the  subject  of  agita- 
tion for  many  years  past-  It  has  also  presented  certain  novel 
features  of  its  own  and  it  has  brought  out  certain  phases  of  the 
problem  of  financial  reform  which  hitherto  have  received  rela- 
tively scant  attention.  It  is  not  the  purpose  of  the  following 
pages  to  enter  into  any  careful  analysis  of  either  the  causes  or 
the  course  of  the  panic,  or  to  attempt  any  comparison  of  various 
methods  proposed  to  lessen  the  intensity  of  such  a  phenomenon 
in  the  future.  It  is  desirable,  however,  now  that  the  immediate 
stress  is  over,  to  sum  up  in  our  own  minds  some  of  the  more 
important  lessons  to  be  learned  from  our  most  recent  experience 
and  at  least  to  hope  that  we  shall  profit  by  them  more  than  from 
the  lessons  of  the  past. 

Like  every  panic,  that  of  1907  has  been  attributed  to  many 
causes  and  as  a  matter  of  fact  it  has  been  the  result  of  many 
causes.     Roughly  speaking,  the  causes  which  have  been  assigned 
fay  the  public  may  be  summed  up  under  the  following  heads : 
at 
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1.  A  premeditated  plot  on  the  part  of  unscrupulous  financiers 
to  topple  over  the  structure  of  credit  for  their  own  ultimate 
advantage. 

2.  The  weakening  of  confidence  through  the  action  of 
President  Roosevelt. 

3.  Our  inelastic  currency  system. 

4.  Reckless  banking  on  the  part  of  individual  banks  and  trust 
companies. 

5.  Extravagant  expenditures  and  the  destruction  of  capital 
by  war  and  natural  catastrophes. 

6.  General  over-expansion  of  credit  due  to  undue  confidence 
in  investment  for  the  future. 

7.  The  increased  gold  supply. 

These  causes  are  not  necessarily  distinct  and,  barring  the  first 
of  them,  probably  each  has  played  some  part.  It  may  be  said  of 
them,  however,  that  considered  from  any  fundamental  point  of 
view  their  importance  in  bringing  about  the  present  situation  is 
in  inverse  ratio  to  the  order  in  which  they  have  been  given  here. 
Of  the  first  two  it  is  not  necessary  to  speak  at  all.  One  thing  is 
certain  and  that  is  that  the  causes  of  the  panic  lie  much  deeper 
than  the  action  of  any  nefarious  clique  on  the  one  hand  or  the 
expressions  of  opinion,  on  the  other  hand,  of  any  person  how- 
ever powerful.  That  the  causes  of  the  panic  are  of  a  very 
different  nature  would  suggest  itself  to  any  reader  from  the  fact 
that  by  both  business  men  and  economists  in  this  country  and 
abroad  the  panic  had  been  predicted  for  at  least  a  year  before  on 
the  basis  of  the  statistical  showing  of  those  factors  which  the  past 
has  proved  to  be  the  crucial  tests  in  such  matters.  It  would  be 
interesting,  if  space  allowed,  to  review  the  character  of  some  of 
these  predictions  and  see  how  far  either  the  science  of  economics 
or  the  farsightedness  of  practical  business  men  have  shown 
themselves  capable  of  accurate  prediction  in  detail.  We  must, 
however,  content  ourselves  with  merely  noting  that  the  leading 
economists  and  the  shrewdest  men  in  the  world  of  practical 
finance  have  both  found  natural  reasons  for  what  has  happened. 

On  the  other  hand,  it  should  not  be  forgotten  that  among  these 
"natural"  reasons  the  psychological  factor  has  been  as  important 
as  the  economic  factors.     There  was  nothing  in  the  economic 
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situation  to  warrant  any  such  financial  collapse  as  took  place  at 
the  critical  moment*  To  be  sure  there  was  over-expansion  in  the 
sense  that  the  country  was  going  ahead  at  a  faster  pace  than  its 
capital  resources  or  credit  f acihties  would  allow,  and  the  economic 
factors  were  such  that  contraction  and  a  readjustment  of  values 
was  inevitable.  But  there  has  rarely  been  a  time  when  such 
expansion  seemed  more  justifiable  nor  could  it  be  called  a  period 
of  reckless  plunging.  The  readjustment  needed  was  scarcely  of 
an  heroic  nature,  and  the  extent  of  the  actual  collapse  was  due  to 
unreasoning  fear  when  the  reaction  once  started.  The  very  name 
"panic**  indicates  that  this  psychological  element  is  one  that  can 
be  counted  on  to  appear  at  a  certain  point  Its  importance  can 
hardly  be  exaggerated,  but  here  we  may  take  it  for  granted  and 
devote  our  attention  to  the  more  strictly  economic  forces. 

There  can  be  no  question  but  that  any  fundamental  analysis  of 
the  situation  must  take  us  back  to  the  great  increase  of  the  gold 
supply  in  the  last  ten  years,  the  consequent  depreciation  of  the 
money  standard  and  general  rise  in  prices.  This,  though  com- 
monly overlooked  by  the  public  at  large,  has  been  widely  empha- 
sized by  expert  writers.  The  effect  of  the  depreciation  of  gold 
on  the  level  of  prices  and  interest  rates  has  undoubtedly  been  at 
the  bottom  of  that  general  over-expansion  both  in  the  field  of 
speculation  and  in  the  field  of  industrial  investment  which  are 
commonly  taken  as  the  starting  point  for  occurrences  of  this  kind 

It  may  be  worth  while  to  summarize  briefly  what  would  be 
the  natural  effects  of  a  great  increase  in  the  supply  of  the 
standard  metal: 

1.  First,  there  would  be  a  rise  in  prices  due  to  the  depreciation 
of  the  standard  in  which  prices  are  expressed,  since  a  fall  in  the 
value  of  gold  and  a  rise  in  the  level  of  gold  prices  are  simply  two 
ways  of  expressing  the  same  phenomenon, 

2.  This  rise  in  prices  would  naturally  be  accelerated  by  specu- 
lation which  is  always  set  in  action  by  the  chances  of  gain  in  a 
rising  market, 

3.  In  the  same  way  a  depreciation  of  the  standard  should  bring 
about  a  rise  in  interest  rates,  since  if  creditors  are  to  be  repaid 
in  a  depreciated  metal  they  must  receive  higher  rates  to  keep  their 
capital  investment  intact* 
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4.  As  a  result  the  values  of  securities  yielding  a  fixed  money 
income  should  fall,  since  there  would  have  to  be  a  readjustment 
of  values  on  the  basis  of  the  new  rate  of  capitalizatioa 

5.  But  the  increase  in  interest  rates  and  its  effect  on  the  prices 
of  securities  would  occur  only  in  case  the  process  of  depreciation 
was  actually  recognized  by  the  men  of  the  money  market. 
Although  the  effect  must  be  ultimately  felt,  it  is  the  conclusion  of 
both  common  sense  and  actual  experience  that  the  movement 
would  be  retarded  by  the  failure  of  money  lenders  to  recog^ze 
the  change  in  time.  Thus  of  the  two  normal  effects  of  a  depre- 
ciating standard,  a  rise  of  prices  and  a  rise  of  interest  rates,  the 
former  would  be  exaggerated  and  the  latter  minimized  by  the 
psychological  character  of  the  business  world.  The  inevitable 
result  is  an  ultimate  readjustment  at  the  cost  of  much  greater 
strain. 

Such  is  the  analysis,  in  elementary  form,  of  what  was  to  be 
expected  from  such  a  fundamental  natural  cause  as  the  increase 
in  the  gold  supply.^  The  course  of  business  in  recent  years 
shows  admirably  the  working  of  these  forces,  together  with  the 
influence  of  certain  more  artificial  factors  to  be  noticed  in  turn. 
The  rise  of  prices  is  of  course  a  matter  of  daily  comment.  It  is 
evident  enough  that  it  is  the  combined  result  of  the  increasing 
supply  of  gold  and  of  the  speculation  which  that  engenders. 
That  there  has  been  a  general  change  in  the  interest  rate  is  no 
longer  disputed.  Only  a  few  years  ago  banks  were  concerned 
over  the  question  of  how  low  interest  rates  could  go  and  assumed 
altogether  too  readily  that  the  rate  of  interest  on  such  gilt-edged 
securities  as  standard  municipal  bonds  might  be  taken  as  fairly 
permanent  barring  temporary  fluctuations.  Many  banks  invested 
in  such  long-time  securities  on  a  3  or  3J/2  per  cent,  basis,  congrat- 
ulating themselves  on  their  conservatism  in  securing  the  integrity 
of  their  capital  assets  even  at  the  expense  of  a  small  annual  return. 
The  error  of  their  forecast  is  revealed  to-day  in  the  prices 
which  such  securities  bear  and  in  the  fact  that  new  securities  of 
equal  soundness  may  now  be  purchased  on  better  than  a  4  per 
cent,  basis. 

*  The  best  treatment  of  this  subject,  both  theoretically  and  inductively,  is 
to  be  found  in  the  writings  of  Professor  Irving  Fisher.  See  especially  T%^ 
Rate  of  Interest,  1907. 
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Experience  then  has  again  proved  the  soundness  of  the  theoret- 
ical proposition  regarding  the  necessary  influence  of  the  monetary 
standard ;  and  at  the  same  time  has  proved  what  was  to  be  antici- 
pated, that  the  business  world  would  be  slow  to  recognize  the 
operation  of  such  forces  and  would  consequently  make  inadequate 
provision  for  them.  The  public  has  been  quick  to  feel  the 
influence  of  rising  prices  and  to  indulge  in  over-trading;  but, 
on  the  other  hand,  during  the  beginnings  of  this  movement, 
interest  rates  did  not  rise  as  much  as  would  have  been  the  case 
with  a  greater  degree  of  foresight.  When  rates  did  rise  the 
pinch  was  felt  all  the  more  severely  because  of  the  heavy  loads 
being  carried  on  the  assumption  that  credit  facilities  would  be 
available  under  the  old  conditions. 

The  effect  of  rising  money  rates  under  such  conditions  would 
be  to  normally  check  over-expansion  and  to  maintain  what  might 
be  called  a  normal  balance  between  the  two  effects  of  a  changing 
standard.  We  find  then  that  naturally  one  cause  of  difficulty  has 
been  that,  through  lack  of  appreciation  of  the  situation,  even  the 
normal  competition  of  the  money  market  has  been  inadequate  to 
raise  the  interest  rate  as  rapidly  as  should  have  been  the  case. 
On  top  of  this  has  come  a  government  and  banking  policy  both 
combined  to  exaggerate  artificially  the  effects  which  would  have 
doubtless  occurred  to  some  extent  in  any  case;  while  the  situa- 
tion has  been  furtlier  complicated  by  an  unstable  currency  system. 

We  may  say  of  these  causes  in  general  that  they  are  combined 
somewhat  in  the  way  in  which  the  causes  leading  to  shipwreck 
arc  combined.  When  a  ship  attempts  to  ride  out  a  gale  and 
ultimately  goes  on  the  rocks  the  question  may  arise  whether  the 
cause  of  the  shipwreck  is  due  to  the  strength  of  the  wind  or  to 
the  weakness  of  the  ground  tackle.  Evidently  it  is  due  to  both. 
The  storm  itself  is  the  fundamental  cause,  but  a  ship  with  good 
ground  tackle  will  stand  the  force  of  the  elements  with  safety 
while  another  will  be  lost.  The  currency  system,  the  banking 
and  the  government  policy  of  a  country,  represent  in  this  case  the 
anchor  and  chain,  Natural  causes  under  present  business  con- 
ditions must  inevitably  bring  about  times  of  danger.  The  extent 
to  which  they  cause  actual  injur>"  and  destruction  may,  however. 
depend  as  much  upon  the  general  financial  system  which  has  been 
instituted  as  upon  the  character  of  the  natural  causes  themselves. 
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The  above  metaphor  finds  apt  illustration  in  the  contrast 
between  the  United  States  and  the  countries  of  Europe.  The 
natural  causes  eniunerated  should  have  the  same  effect  in  all 
countries.  The  severity  of  the  panic  in  this  country  may  be 
partly  accounted  for  by  a  difference  in  psychological  temperament 
among  Americans,  but  it  would  be  surprising,  in  view  of  the 
events,  if  we  did  not  discover  a  difference  in  the  secondary  causes, 
that  is  in  the  ground  tackle  of  financial  methods  or  institutions. 

In  this  particular  case  it  must  be  recognized  that  at  the  very 
time  when  safety  lay  in  allowing  rising  interest  rates,  and  even 
temporary  severe  money  stringencies,  to  have  their  natural  effect 
of  checking  over-speculation,  the  banks  and  the  government  have 
adopted  a  policy  having  exactly  the  reverse  effect.  It  is  not 
necessary  to  enter  here  into  a  discussion  of  our  Independent 
Treasury  system  and  the  influence  that  it  gives  the  Treasury- 
Department  as  an  arbiter  of  banking  operations.  The  funds  of 
the  government  may  be  deposited,  either  as  to  amount  or  place, 
practically  at  the  discretion  of  one  man.  By  this  means  he  con- 
trols in  large  measure  the  volume  of  bank  reserves  at  any  moment 
and  so  the  extent  to  which  banks  may  extend  their  credits  in  a 
time  of  stress.  As  a  result  one  would  naturally  expect  that  the 
bankers  in  an  emergency,  instead  of  following  the  rules  of  sound 
banking  as  practiced  elsewhere,  should  turn  to  the  Secretary  of 
the  Treasury  as  their  "very  present  help  in  time  of  trouble." 
It  is  so  very  easy  to  meet  a  temporary  strain  by  receiving  a 
further  dole  of  government  funds.  These  dangers  have  long* 
been  pointed  out  by  students  of  our  system,  but  their  true  extent 
has  only  lately  appeared  through  a  combination  of  a  huge  govern- 
ment surplus,  an  era  of  rapid  expansion,  with  recurring  tight 
money,  and  a  Secretary  at  Washington,  who  avowedly  conceived 
his  chief  function  to  be  that  of  the  regulator  of  banking  credits.* 

There  is  no  occasion  here  to  attach  blame  to  individuals  and 
such  blame  as  there  is  must  be  shared  by  the  bankers  and  the 
government  officials  alike.  The  bankers  were  unwilling  to  allow 
a  money  stringency  to  work  its  natural  and  healthful  effect,  and 

*  For  a  valuable  account  of  Secretary  Shaw's  administration,  see  an  article 
by  Professor  A.  Piatt  Andrews  in  the  Quarterly  Journal  of  Economics  for 
August,  1907. 
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it  would  have  required  a  courageous  and  farsighted  Secretary 
to  withstand  the  calamity  prophets,  recognizing  that  a  temporary 
difficulty,  though  it  may  injure  some,  is  better  than  a  continued 
stimulation  of  an  already  over-stimulated  market.  The  situation 
was  often  difficult,  and  the  lieight  of  call-rates  alarming,  and  it 
may  fairly  be  said  that  conditions  were  complicated  either  by  the 
American  speculative  temperament  or  a  defective  currency 
system.  But  this  was  all  the  more  reason  for  looking  toward  a 
real  cure  rather  than  resorting  to  artificial  stimulants.  There  can 
be  no  sound  banking,  least  of  all  any  sound  relation  of  the  banks 
to  the  Treasury*  until  it  is  recognized  that  a  ^*pinch"  in  the 
muney-market  is  often  a  most  desirable  and  healthful  phenom- 
enon, and  that  the  only  sound  way  to  bring  about  normal  condi- 
tions is  to  restrict  the  over-expansion  that  has  been  its  cause. 

The  first  lesson  of  the  panic,  then,  is  that  though  such  events, 
when  of  widespread  influence,  have  a  basis  in  natural  causes, 
their  character  may  depend  largely  on  the  nature  of  the  policy 
adopted;  and  that  our  Independent  Treasury  system,  under  its 
recent  administration*  has  been  an  important  factor  in  the  present 
case. 

But  if  the  very  dependence  of  the  bankers  on  the  Treasury 
has  been  an  important  factor  in  preventing  normal  readjustment, 
it  must  also  be  said  that  the  deplorable  lack  of  conservatism,  and 
still  more  of  any  united  responsibility  in  action,  on  the  part  of  the 
banking  interests  has  been  equally  important.  There  has  been  no 
responsible  power  to  call  a  halt  to  reckless  over-competition  of 
the  banks  for  deposits  or  the  building  up  of  deposits  which  should 
have  been  held  elsewhere  as  cash  reserves.  There  has  been  no 
check  upon  the  individual  banks,  while  boom  times  were  on,  to 
prevent  them  from  investing  in  reckless  enterprises  or  making 
themselves  the  tools  of  audacious  speculators  in  unwise  schemes  of 
promotion.  Finally,  when  the  crisis  arrived  there  was  no  check 
to  the  sauve  qui  pent  practice  of  the  banks  when  we  consider  the 
system  as  a  whole.  It  appears  that  at  the  time  when  many  banks 
were  in  sound  condition  from  the  point  of  view  of  reserves,  they 
were  calling  in  funds  from  New  York  where  they  were  most 
needed,  and  at  the  same  time  clamoring  at  the  doors  of  the  Treas- 
tu-y  to  be  sure  that  they  got  a  due  share  of  government  cash.     All 
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of  this,  barring  the  reckless  promotion  which  of  course  has  been 
confined  to  a  comparatively  few,  is  natural  enough  on  the  part  of 
an  individual  bank  with  6,000  competitors,  but  it  reveals 
deplorable  weakness  in  the  American  system. 

It  may  be  said  that  when  the  crisis  was  at  its  height  the  real 
possibilities  of  united  action,  revealing  both  proper  conservatism 
and  necessary  daring,  were  shown  by  the  bankers  in  New  York. 
This  is  unquestionably  true.  The  way  in  which  certain  imdesir- 
able  elements  were  promptly  eliminated  from  the  banking  worlds 
and  the  way  in  which  complete  disaster  was  avoided  by  the  ready 
loaning  of  enormous  sums,  under  conditions  which  made  them  a 
force  to  maintain  sound  business  rather  than  a  basis  for  further 
speculation, — ^the  way  in  which  the  situation  was  handled  from 
both  these  points  of  view  was  brilliant  and  encouraging.  What 
few  people  recognize,  however,  seems  to  be  that  the  very  fact  that 
such  a  thing  was  possible  in  the  crisis  makes  it  all  the  more  a 
question  of  inquiry  why  such  influences  may  not  be  brought  to 
bear  before  the  danger  of  utter  disaster  arises.  If  reckless  bank- 
ing can  suddenly  be  checked,  and  if  credit  can  be  advanced  in  such 
a  way  as  to  support  legitimate  business  while  restricting  undue 
speculation,  it  would  seem  as  if  in  some  way  the  practice  ought  to 
become  a  normal  and  regular  one ;  not  merely  a  sporadic  means 
of  meeting  an  emergency  which  is  largely  due  to  the  very  absence 
of  such  practices  in  the  preceding  years. 

A  second  lesson,  then,  which  the  panic  has  taught  us,  is  the 
vital  importance  of  increased  unity  of  action  and  increased  sense 
of  responsibility,  and  the  embodiment  of  this  sense  of  responsi- 
bility and  unity  of  action  in  some  body  which  shall  perform  its 
functions  at  all  times.  It  is  this  situation  which  lends  the  sound- 
est argument  to  the  idea  of  a  central  bank.  Although  a  central 
bank  is  sometimes  indicated  as  the  most  scientific  way  of  securing- 
note  issues,  a  far  more  important  function  of  the  central  banks 
of  European  countries  is  the  function  of  regulating  the  money 
market,  checking  undue  expansion  of  credit  while  protecting 
legitimate  business,  and  acting  as  a  conservative  guiding  force  in 
the  banking  world.  There  can  be  no  question  but  that  under  such 
systems,  where  they  have  shown  themselves  at  the  best,  the  dan- 
gers of  financial  panics  are  greatly  reduced.     On  the  other  hand. 
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recent  events  have  also  given  us  a  very  important  argument 
against  the  attempt  to  adopt  a  central  bank  in  this  country*  It  is 
not  necessary  to  enter  into  a  discussion  of  the  pohtical  dangers 
which  are  rightly  supposed  to  surround  such  an  institution  nor  the 
historical  reasons  which  make  such  a  suggestion  probably  politi- 
cally impracticable.  A  more  fundamental  difficulty  lies  in  the 
fact  that  American  banking  experience  has  been  such  that  we 
may  be  sure  that  no  such  body  of  men  would  preside  over  a 
central  bank  of  this  nature  as  are  to  be  found  controlling  the  Bank 
of  England  or  the  Bank  of  France.  Here  we  may  well  notice  a 
fundamental  factor  commonly  forgotten,  namely  that  the  problem 
of  a  satisfactory^  banking  system  is  not  by  any  means  merely  a 
matter  of  a  scientific  working  out  of  an  ideal  system,  nor  correct 
legislation  on  the  part  of  Congress.  It  is  as  much  a  problem  of 
mmi  as  it  is  of  institutions. 

A  practicable  banking  system  must  be  adapted  not  only  to  the 
business  needs  of  a  community  but  also  to  the  character  of  its 
business  men.  If  the  appointing  power  in  the  case  of  a  central 
bank  rested  with  the  government,  as  it  probably  would,  there  is 
grave  question  whether  under  present  conditions  such  power 
would  be  wisely  exercised.  But  even  if  the  central  bank 
remained  a  purely  private  concern,  it  is  doubtful  if  a  proper  board 
of  directors  could  be  found.  Such  institutions  have  grown  up  in 
Europe  under  different  conditions,  and  with  a  different  body  of 
tradition  as  to  their  functions.  It  is  no  reflection  on  the  personal 
character  of  American  bankers,  still  less  a  reflection  on  their 
abilit>%  to  doubt  whether  their  temperament  or  training  has  been 
such  as  to  make  the  formation  of  a  proper  board  of  directors 
probable.  Such  a  board  must  exercise  farsighted  and  conserv- 
ative regiUation  of  the  banking  situation,  not  primarily  with  a 
view  to  the  profits  of  the  bank  but  for  the  maintenance  of  stable 
business  conditions.  Individual  names  may  occur  to  the  reader 
of  men  who  would  seem  to  be  able  to  perform  such  a  function 
admirably,  but  it  is  problematical  whether  the  constituents  of  such 
a  board  would  include  a  majority  of  this  type. 

Is  there  then  any  solution  of  the  problem  of  increased  central- 
ization which  does  not  go  to  this  radical  extreme  ?  It  would  seem 
that  the  ultimate  reform  must  lie  in  an  increase  in  the  power  of 
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clearing-house  associations.  The  way  in  which  the  executive 
committee  of  the  clearing  houses  of  various  cities  have  met  the 
emergency  recently,  and  at  other  times  in  the  past,  shows  the 
possibility  in  this  line.  It  may  be  said  that  this  is  a  retraction  of 
the  previous  statement  that  the  right  men  could  not  be  found,  but 
an  important  difference  lies  in  the  fact  that  a  clearing-house  asso- 
ciation has  no  direct  interest  of  its  own  but  stands  as  a  repre- 
sentative, at  such  a  time,  of  the  community  at  large.  The  action 
of  a  board  of  directors  managing  a  bank,  with  the  possibilities  of 
profit  to  the  stockholders  and  of  manipulation  by  the  insiders, 
acting  as  a  directing  influence  on  the  market,  and  the  problem  of 
a  group  of  representative  bankers  acting  as  a  clearing-house  com- 
mittee, are  two  very  different  things.  It  has  already  been  shown 
that  the  power  of  the  clearing  house  when  it  is  exerted  is  due 
partly  to  personal  influence  of  the  men  themselves  and  partly  to 
their  representative  and  public  character  when  acting  in  that  body. 
It  is  not  intended  to  suggest  any  particular  scheme  by  which  the 
power  of  such  bodies  might  be  increased.  Possibly  it  could  be 
best  done  by  national  legislation,  giving  them  definite  and  specific 
powers.  Very  likely  it  could  be  better  secured  by  gradual 
increase  in  their  own  sense  of  responsibility  and  assumption  of 
power  in  such  matters.  Since  the  situation  to  be  handled  is  such 
a  delicate  one  and  each  situation  as  it  arises  has  its  own  peculiar 
features,  provided  such  a  transformation  could  take  place 
normally  and  through  private  initiative,  it  would  in  the  end  serve 
better  the  purposes  in  view. 

The  possible  extension  of  the  function  of  clearing-house  asso- 
ciations has  been  suggested  also  in  connection  with  the  problems 
of  an  asset  currency,  even  to  the  extent  of  a  proposal  for  the 
issue  of  notes  by  such  associations  against  security  deposited  by 
its  members.  It  is  impossible  to  consider  such  proposals  in 
detail  at  this  time,  but  the  question  of  how  adequate  provision  for 
redemption  might  be  secured  raises  an  interesting  question  as  to 
the  possibility  of  clearing-house  activities.  It  is  on  this  question 
of  redemption  that  the  discussion  of  asset  currency  now  hinges. 
The  general  superiority  of  such  a  note  circulation  over  the  present 
bond  secured  bank-notes  is  pretty  generally  conceded.  The  most 
important  criticism  directed  against  it  by  serious  students  of  the 
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question  is  that  of  the  inipossibility  of  securing  the  prompt 
redemption  of  such  notes  when  issued  by  6»ooo  separate  banks 
scattered  over  the  whole  country.  That  this  is  a  serious  difficulty 
will  hardly  be  disputed,  but  it  does  not  seem  insuperable.  By 
establishing  redemption  districts,  enlarging  the  duties  of  clearing- 
house associations^  and  bringing  such  associations  into  closer 
relations  with  each  other,  it  ought  to  be  possible  to  secure  a  fatrly. 
prompt  redemption-  In  Canada  notes  are  presented  for  redemp- 
tion through  the  clearing  house  in  the  same  way  as  checksj  and 
it  does  not  seem  to  be  entirely  impracticable  to  make  such  a  prac- 
tice workable  even  with  such  a  decentralized  banking  system  as 
that  of  the  United  States, 

Furthermore,  the  panic  and  the  developments  of  the  few  years 
preceding  it  have  somewhat  changed  our  ideas  regarding  the 
problem  of  bank  currenc)^  in  general.  When  this  problem  was 
being  discussed  in  tlie  nineties,  it  was  a  pretty  well  accepted 
opinion  among  economic  students  that  our  bond-secured  circula- 
tion was  perfectly  safe  but  that  it  was  reprehensible  because  of  its 
failure  to  increase  promptly  in  response  to  business  needs, 
whether  under  the  normal  demand  for  crop  movements  or  in 
times  of  money-market  emergency.  On  the  other  hand,  it  was 
assumed  that  an  asset  currency  would  be  perfectly  elastic  if  it 
could  be  made  safe.  Curiously  enough,  these  positions  seem  to 
l:je  almost  reversed.  As  already  stated  in  the  above  paragraph, 
the  present  doubt  over  asset  currency  is  not  as  to*  its  safety  (since 
this  may  be  easily  secured),  but  as  to  its  elasticity  through  a 
proper  system  of  redemption.  On  the  other  hand,  recent  events 
would  indicate  that  our  present  bank-notes  are  capable  of  great 
expansion  under  artificial  stimulus,  but  are  far  from  being 
impregnable  from  the  point  of  view  of  safety. 

As  to  the  first  point,  it  is  only  necessary  to  note  that  in  addi- 
tion to  an  increase  of  over  400  millions  in  the  last  eight  years 
(200  per  cent),  bank  circulation  increased  from  $610,000,000  on 
October  31,  1907,  to  $690,000,000  on  December  31,  an  increase 
of  13  per  cent,  in  two  months.  These  possibilities  of  bank-note 
expansion  are  not  only  surprising,  but  startling.  On  the  other 
Iiand,  there  seems  to  be  no  counteracting  force  to  cause  a  normal 
contraction.     Our  notes  are  elastic  at  the  wrong  end,  and  we  are 
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just  beginning  to  realize  that  the  present  method  of  issue  con- 
tains possibilities  of  very  serious  inflation.  If  the  government 
debt  should  be  steadily  increased,  still  more  if  other  bonds  should 
be  accepted  as  security,  the  question  of  an  over-supply  of  bank 
currency  under  what  was  supposed  to  be  a  most  conservative 
method  of  issue  might  become  very  serious.  The  worst  of  it  is 
that  such  an  increase  (whether  in  the  past  or  in  the  future)  is 
very  largely  artificial.  It  is  determined  by  the  nature  of  the 
market  for  bonds  as  much  as  by  the  business  demand  for 
currency.  Government  bonds  have  come  to  have  a  purely  artifi- 
cial value  due  to  the  peculiar  function  they  perform  as  security 
for  notes.  Practically  the  whole  government  debt  is  now  held 
by  National  banks.  How  far  can  this  pyramiding  process  go? 
A  huge  mass  of  credit  currency  is  issued  against  the  credit  obliga- 
tions of  the  government.  The  notes  are  supposed  to  be  secure 
because  of  the  value  of  the  bonds,  but  the  bonds  have  their  value 
because  they  are  security  for  the  notes.  This  hardly  looks  like 
sound  financiering.  Any  national  emergency  under  which  the 
government  is  forced  to  borrow  at  market  rates  would  greatly 
depress  the  value  of  the  present  bonds  and  reveal  the  real 
weakness  of  the  system. 

Finally,  the  most  disheartening  lesson  of  all  is  to  be  found  in 
the  attitude  taken  upon  this  very  question  by  those  who  have  the 
making  of  our  laws  in  charge.  It  was  sufficiently  startling  to 
find  the  United  States  Treasury  offering  to  put  out  150  million 
dollars  worth  of  interest-bearing  securities  at  a  time  when  the 
government  had  a  cash  balance  of  $250,000,000.  In  the  face  of 
the  evils  that  might  already  be  anticipated  from  a  normal  expan- 
sion of  the  existing  system  of  issue,  we  had  revealed  the  possi- 
bility of  undreamt  of  dangers  through  the  arbitrary  action  in  the 
future  of  some  administration  impervious  to  the  dangers  of 
inflation.  The  action  of  the  present  administration  has  been 
defended  as  being  necessary  in  order  to  produce  the  required 
psychological  effect  at  a  time  of  panic.  However  much  weight 
we  attach  to  this,  we  cannot  conceal  the  enormous  possibilities  for 
harm  inherent  in  such  a  precedent.  In  addition  to  all  this,  how- 
ever, the  measure  of  reform  which  seems  most  likely  to  receive 
support  in  Congress  is  a  measure  which  would  do  nothing  to 
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relieve  the  clangers  of  the  present  system  but  would  vastly 
exaggerate  them.  The  Aldrich  Bill,  providing  as  it  does  for  the 
issue  of  notes  against  railroad  and  municipal  bonds  as  well  as 
national  bonds,  would  simply  increase  the  tendency  to  inflation 
and  diminish  the  possibilit)'  of  contraction.  On  the  other  hand, 
in  face  of  the  serious  danger  which  already  conies  from  creating 
an  artificial  market  for  government  bonds,  this  bill  would  create 
an  artificial  market  for  the  bonds  of  private  corporations  as  well, 
opening  infinite  possibilities  for  speculation  on  the  one  hand  and 
the  most  crooked  kind  of  politics  on  the  other.  It  had  been 
generally  believed  by  most  students  of  the  money  question  that 
at  last  the  old  fallacies  of  the  past  regarding  fiat  money,  and  the 
manipulation  of  our  currency  system  for  private  ends,  had  been 
done  away  with,  even  if  fallacies  of  a  less  dangerous  nature 
remained.  The  disheartening  feature  of  the  whole  situation  lies 
in  the  fact  that  these  dangers  are  far  from  being  over  and  appear 
in  full  form  in  a  measure  which  has  received  considerable  support 
as  the  most  practicable  means  of  overcoming  the  evils  of  the 
present  system. 

The  above  suggestions  by  no  means  cover  the  many  lessons  of 
the  panic,  but  aim  to  indicate  certain  old  principles  which  have 
received  new  emphasis  and  certain  modifications  of  commonly 
accepted  opinions.     They  may  be  summarized  as  follows : 

1,  Periodic  readjustments  of  value,  involving  large  losses  to 
certain  classes,  are  inevitable  features  of  economic  progress, 

2,  The  extent  of  these  losses  is  enormously  increased  by  the 
unreasoning  panic  engendered  when  the  reaction  sets  in. 

3,  The  financial  system  is  a  critical  factor  when  the  crisis 
arrives, 

4,  The  present  method  of  depositing  government  funds  acts 
less  as  a  measure  of  relief  than  as  an  over-stimulation  of  an 
inflated  market,  preventing  the  normal  effects  of  a  money  strin- 
gency. This  would  be  prevented  by  requiring  the  deposit  of  all 
money  when  received,  with  proper  restrictions  but  with  no  special 
security* 

5,  The  situation  is  further  complicated  by  lack  of  any  united 
sense  of  responsibility  in  the  banking  community,  or  any  conserv- 
ative influence  acting  for  prevention  before  emergency  rather 
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than  a  cure  afterwards.  Increased  power  on  the  part  of  clearing 
house  associations  would  seem  to  offer  the  best  approach  to  this 
end. 

6.  The  present  method  of  bank  issues  is  ciunbersome  and 
dangerous.  The  danger  lies  in  the  fact  that  since  its  expansion 
or  contraction  is  not  determined  either  by  business  needs  or  the 
conditions  of  reserve,  there  is  always  the  possibility  of  serious 
inflation.  Any  reform,  while  providing  for  increase  in  emer- 
gencies, must  make  sure  of  adequate  means  for  redemption  and 
contraction. 

7.  Eternal  ^vigilance  is  the  price  of  safety.  The  inflationist 
is  still  abroad  and  powerful.  The  campaign  of  education,  which 
many  fondly  dreamed  was  over,  has  only  just  begun. 

Henry  C.  Emery. 
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THE  active  political  agitation  for  a  level  maximum  rate  of 
two  cents  per  mile  in  intrastate  passenger  transportation 
began  in  Ohio  in  igo6.  After  considerable  discussion  and  full 
hearings^  before  the  Committee  on  Railroads  and  Telegraphs,  a 
two-cent  passenger  fare  act  was  reported,  passed  both  houses  of 
the  legislature,  was  signed  by  the  Governor  and  was  put  into  oper- 
ation by  the  railroads^  without  any  attempt  being  made  to  test 
its  legality.     During  the  same  year  the  legislature  of  Virginia 

'  The  representatives  of  the  railroads  were  heard  and  among  others  Presi- 
dent McCrea  of  the  Pennsylvania  submitted  a  statement  showing  that  with 
a  three-cent  fare  that  company,  according  to  the  method  of  prorating 
expenses  then  in  use,  was  conducting  a  portion  of  its  passenger  busineat 
at  a  loss, 

'  March  lO,  1906, 
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passed  an  act  empowering  and  requiring  the  State  Corporation 
Commission  "to  fix  and  prescribe  a  schedule  of  rates  for  the 
transportation  of  passengers  by  all  transportation  companies" 
and  further  provided  that  until  a  schedule  of  rates  was  fixed  the 
railway  companies  should  issue  mileage  books  to  be  sold  at  the 
rate  of  two  cents  per  mile.  The  validity  of  this  act  was  con- 
tested and  finally  it  was  declared  unconstitutional  by  the  State 
Court  of  Appeals.  In  the  meantime  the  State  Corporation  Com- 
mission had  been  taking  testimony  and  making  an  investigation 
with  a  view  of  determining  what  was  a  fair  rate  of  compensa- 
tion, and  on  April  27,  1907,  handed  down  a  decision  requiring 
certain  railways  denominated  "trunk  lines"  to  charge  not  more 
than  two  cents  per  mile  for  intrastate  passenger  fares.  The 
remaining  railroads  were  grouped  into  three  classes  and  allowed 
to  charge  two  and  one-half,  three,  and  three  and  one-half  cents 
per  mile  respectively.  A  third  State  to  take  action  during  the 
year  1906  was  Maryland,*  where  a  law  was  passed  requiring  all 
railroads  doing  business  in  the  State  with  certain  minor  excep- 
tions* to  issue  and  keep  for  sale  mileage  books  of  five  hundred 
and  one  thousand  miles,  unlimited  in  time  and  good  for  the 
families  and  employees  of  the  purchaser,  at  two  cents  per  mile. 

With  the  assembling  of  the  legislatures  in  the  early  months  of 
1907,  acts  reducing  the  legal  maximum  passenger  rate  from 
three  to  two  cents  per  mile  were  introduced  in  what  may  fairly 
be  called  a  wholesale  fashion.  In  several  of  the  States  a  two-cent 
passenger  fare  bill  was  advocated  by  the  respective  governors  in 
their  annual  messages'^  to  the  legislatures.  These  bills  were  vigor- 
ously pushed  in  the  committees,  hurried  through  the  legislatures 
and  signed  by  the  governors®  with  inadequate  consideration  in 
view  of  their  economic  importance  to  the  railways  and  to  the 
public.    The  net  result  of  this  avalanche  of  passenger  fare  leg^s- 

•  Laws  1906,  c.  174. 

*  Railroads  chartered  in  the  State  whose  gross  passenger  receipts  are  less 
than  $5,000  annually. 

'  Iowa,  Indiana,  and  some  others. 

*With  the  exception  of  Governor  Hughes  of  New  York,  who  vetoed  the 
two-cent  act  passed  by  the  legislature  on  the  grounds  that  it  had  not  received 
the  consideration  that  was  desirable  and  further  that  it  was  the  proper  func- 
tion of  the  Public  Utilities  Commission  to  make  a  thorough  investigation 
before  action  was  taken. 


igoS] 


Railway  Passenger  Rates. 


357 


lation  during  the  past  two  years  has  been  to  provide  by  law  for 
a  level  maximum  two-cent  per  mile  rate  in  eight  States^  a  two- 
cent  rate  for  main  lines  and  a  slightly  higher  rate  for  subsidiary 
lines  in  five.*  a  two  and  one- fourth  rate  in  two^*  and  a  two  and 
one-half  rate  in  three  others.*^  In  addition  two  other  States^^ 
have  enacted  laws  requiring  the  railway  corporations  to  issue 
mileage  books  that  are  expected  to  materially  lower  rates,  and, 
finally,  when  Oklahoma  entered  the  Union  as  a  State  a  two^rent 
fare  clause^ ^  became  a  part  of  her  permanent  constitution,^* 
This  remarkable  movement  on  the  part  of  the  legislatures  or 
other  public  authorities  in  twenty-one  States,"  embracing  in 
general  the  territory  lying  between  New  England  and  the  Rocky 
Mountain  States  and  representing  approximately  two-thirds  of 
the  population  of  the  country,  has  few  parallels  in  our  past  legis* 
lative  or  economic  history.  In  the  spontaneity  of  its  origin  and 
its  resistless  onward  sweep  it  is  comparable  with  the  granger 
movement  of  the  seventies.  The  latter  movement,  however,  was 
local  in  its  scope,  affecting  a  comparatively  small  section  of  the 
country,  while  the  railway  legislation  of  the  past  two  years  was 
essentially  national  in  its  character  and  effects.  In  the  latter 
aspect  it  is  more  like  the  interstate  commerce  legislation  of 
1S87.  The  interstate  commerce  act  differed  radically  in  one 
point,  viz. :  it  was  under  consideration  by  Congress  for  a  period 
of  thirteen  years,  during  which  time  two  important  commis- 
sions** were  constituted  to  study  the  railway  problems  of  the 
day  and  their  reports  became  the  basis  of  extended  discussion 
in  the  halls  of  Congress  and  the  public  press.     The  Hepburn 

'Arkansas,  Illinois,  Indiana^  Minnesota,  Nebraska,  Ohio^  Pennsylvaaia, 
Wisconsin. 

'  Iowa*  Michigan,  Missouri,  West  Virginia,  Virginia. 

•North  Carolina,  Georgia. 

"Alabama,  North  Dakota.  South  Dakota. 

"  Mar>'land,  Kansas. 

"For  a  review  of  the  railway  legislation  of  the  past  two  yearly  see  Th€ 
Railway  Age  for  July  16,  1907*  and  several  sticceeding  issues.  Also  the 
American  FoUtkal  Science  Reviem,  vol.  i,  No*  4  P^  6j8  et  seq. 

"The  constitution  of  Oklahonia  provides  that  the  Raikoad  Commission 
of  that  State  may  make  exceptions  in  the  case  of  those  railways  that  are  able 
to  prove  that  a  two-cent  rate  is  tmremnnerative, 

**  Including  New  York. 

"The  Windom  and  the  CuUom  commissions. 
S4 
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amendment  was  also  preceded  by  a  long  period  of  public  agi- 
tation and  full  consideration^*  by  the  national  cong^ress. 

The  causes  of  this  movement,  so  sudden  and  so  unexpected^ 
lie  deep  in  the  popular  discontent  with  railway  conditions,  in 
the  fear  of  the  giant  railway  consolidations  and  in  the  feeling 
of  exalted  power  that  often  comes  to  a  democracy  realizing  its 
new  found  strength.^^  While  the  active  causes  undoubtedly  are 
obscure  at  the  present  time,  and  almost  inextricably  mixed  with 
the  political  issues  in  the  several  States,  it  is  clear  to  the  impartial 
observer  that  a  movement  so  widespread  in  its  scope  and  so 
unanimous  in  its  popular  approval  is  likely  to  be  founded  on 
fundamental  economic  conditions  which  create  the  demand  and 
approve  the  action  when  the  demand  is  realized  in  the  enact- 
ment of  appropriate  legislation. 

The  most  fundamental  of  these  causes  rests  upon  the  unprece- 
dented growth  of  the  railway  business  during  the  past  decade 
and  the  consequent  increase  of  railway  earnings. 

During  the  twelve  years,  1895-1906,  the  railroads  of  the 
United  States  increased  their  single^^  track  mileage*®  approxi- 
mately twenty- four  per  cent,,  their  gross  earnings*®  one  hundred 
and  fifteen  per  cent,  and  their  net  earnings*®  one  hundred  and 
twenty-five  per  cent.;  operating  expenses,  on  the  other  hand, 
including  as  they  do  in  American  railway  accounting  liberal 
allowances  for  improvements,  increased  only  one  hundred  and 
eleven  per  cent.,  somewhat  less  than  the  increase  in  gross  and 
considerably  less  than  in  net  earnings.  The  enormous  increase  in 
gross  earnings  is  the  result  chiefly  of  the  increased  volume  of 
traffic  and  secondarily  of  the  economies  effected  in  the  operating 
departments,  particularly  in  the  transportation  of  freight.  During 

"Hearings  before  the  Committee  on  Interstate  Commerce.  U.  S.  Senate, 
vols,  i-v,  1905. 

*^It  is  significant  that  this  movement  followed  in  the  wake  of  the  great 
popular  political  uprising  during  which  time  the  former  bosses  and  political 
leaders  were  quite  generally  overthrown  and  new  leaders  arose. 

"  The  total  mileage  operated,  including  second,  third,  fourth,  side  and  yard 
tracks,  increased  during  the  years  of  1895-1905  inclusive  from  233,275.40  miles 
to  306,796.74  miles  or  over  thirty-one  per  cent. 

Single  Track. 

>•  Year.         Mileafi^e.  Inc.  %  Gross  Earnings.  Inc.  it  Net  Earnings.            Inc  % 

i«95    177,746.25  ...  $1,075,371,462  ...  $349,651,047 

1906     220,028.44  24  2,319,760,030  115  787,596,877            125 
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the  eleven  years  from  1895  to  1905  inclusive  the  passenger  traffic 
almost  doubled  in  volume^^  while  the  freight  traffic  increased  by 
about  one  hundred  and  twenty  per  cent,^^  The  economies  effected 
especially  in  tlie  freight  department  have  been  almost  as  note- 
worthy as  the  increase  in  the  volume  of  traffic.  An  increase 
of  approximately  one  hundred  per  cent,  in  the  number  of  pas- 
senger miles  has  been  accomplished  by  increasing  the  train  mile- 
age forty-five  per  cent,  and  the  train  load  twenty-seven  per 
cent  During  the  same  period,  the  freight  train  mileage 
increased  only  twenty-one  per  cent,  while  the  average  freight 
train  load  increased  from  one  hundred  and  eighty-nine  tons  to 
three  hundred  and  twenty-two  tons  or  slightly  over  seventy  per 
cent  The  combined  result  of  the  various  economies  effected 
in  the  operation  of  trains  has  been  to  increase  both  the  gross  and 
the  net  train  mile  revenue  by  almost  fifty  per  cent.^* 

Notwithstanding  this  phenomenal  increase  in  the  volume  of  the 
traffic  accompanied  at  the  same  time  by  marked  economies  in 
the  operation  of  trains,  thus  increasing  the  net  earnings  from 
two  distinct  sources,  passenger  fares^"  have  in  general  remained 
practically  stationary  while  freight  rates^^  show  only  a  moderate 
decline.  Moreover,  the  actual  decline  in  rates  has  affected  a 
comparatively  small  number  of  patrons,  being  caused  largely 
by  the  elimination  of  discriminatory  rates  through  the  activity 
of  the  Interstate  Commerce  Commission,  shippers  associations 
and  city  rate  bureaus,  by  the  development  of  carload  traffic  and 
by  the  shipment  of  an  increasing  proportion  of  low  grade  traffic. 

A  tlnrd  factor  which  has  had  considerable  influence  on  legis- 
lation was  unfortunately  contributed  by  certain  railway  finan- 
ciers who  were  generally  believed  to  be  guilty  of  questionable 
practices  in  connection  with  the  reorganization  of  several  rail- 
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way  systems  and  the  amalgamation  of  others.  The  exploits  of 
Drew,  Fisk  and  Gould  in  Erie  could  hardly  be  duplicated  at  the 
present  time  with  more  vigilant  public  authorities,  courts  of 
finer  sensibilities  and  a  more  intelligent  and  active  public  opinion. 
Nevertheless  the  "frenzied  financiers"  have  not  entirely  aban- 
doned the  railway  world  and  their  occasional  campaigns  furnish 
sufficient  stimulus  to  set  the  legislative  machines  into  active 
operation  when  other  conditions  are  favorable.  The  series  of 
events  leading  to  and  including  the  Northern  Pacific  corner  in 
1901,  the  purchase  of  the  Burlington  on  account  of  the  gjeat 
Northern  and  the  Northern  Pacific  and  the  exchange  of  $200 
in  four  per  cent,  joint  bonds  for  each  $100  of  stock ;  the  purchase 
of  the  Jersey  Central  by  Morgan  and  its  subsequent  sale  to  the 
Reading;  Gates'  meteoric  entry  into  Louisville  and  Nashville  and 
the  immediate  sale  at  a  handsome  profit  to  Morgan  in  the 
interests  of  the  Atlantic  Coast  Line;  the  speculative  recapitali- 
zation of  the  Chicago  and  Alton  by  the  Harriman  syndicate; 
the  Pere-Marquette,  Cincinnati,  Hamilton  and  Dayton  fiasco: 
all  these  events  in  high  finance  with  railways  as  their  subject 
matter  caused  the  legislatures  to  believe  that  almost  any  railroad 
concealed  a  gold  mine  and  that  consequently  any  reduction  of 
rates  that  they  ordered  would  finally  be  justified  from  the  stand- 
point of  railway  earnings  as  well  as  from  that  of  political 
expediency.  For  this  state  of  public  opinion,  in  which  the  average 
legislator  fully  shared,  the  modern  railway  financier  of  the 
extreme  type  is  largely  if  not  wholly  responsible. 

Finally,  it  is  a  significant  fact  that  the  legislative  reduction  of 
passenger  fares  began  in  those  States  where  the  interurban 
electric  service  has  been  most  fully  developed.  The  average  man 
loves  to  travel  and  when  he  found  that  the  interurban  electric 
lines  were  able  to  carry  him  and  his  family  to  the  neighboring 
towns,  quickly  and  comfortably,  for  about  one-half  the  fare  that 
the  steam  lines  were  charging  and  still,  as  he  was  led  to  believe, 
make  a  liberal  profit,  he  concluded  that  the  latter  were  making 
an  exorbitant  profit  on  a  three-cent  rate.  Reasoning  along  these 
lines,  the  legislators,  representing  public  opinion  fairly,  accurately 
determined  to  pass  the  two-cent  fare  bills  and  thus  throw  the 
burden  of  proof  upon  the  railway  companies  in  case  the  latter 
should  care  to  appeal  from  their  decision  to  the  courts. 
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It  is,  of  course*  probable  that  the  railway  corporations  wilK 
in  many  of  the  States  affected,  accept  the  rates  prescribed  by  the 
legislatures  or  commissions.  In  that  case  they  will  have  the 
option,  within  hmits  fixed  by  economic^  technical  and  legal  con- 
ditions, of  furnishing  passenger  service  of  the  same  general 
character  as  that  which  they  are  now  providing;  or  of  cheapen- 
ing the  service,  by  reducing  the  number  of  trains  per  day,  by 
lengthening  the  time  schedules,  or  by  cutting  wages  and  by 
using  less  elaborate  equipment;  or  finally,  they  may  gradually 
substitute  a  more  economical  method  of  conducting  the  local 
passenger  service  than  that  in  general  use  at  the  present  time.  In 
certain  of  the  States,  however,  the  railways  have  already  adopted 
a  quite  different  policy,  viz.,  that  of  refusing  to  put  the  two-cent 
rates  into  effect  and  of  appealing  to  the  courts  for  the  protec- 
tion of  their  constitutional  rights. ^^*  This  temporal^  solution  of 
the  problem  raises  certain  fundamental  questions  in  regard  to 
the  legal  rights  of  the  railway  corporations  and  in  turn  these 
legal  rights  depend  upon  certain  well-known  principles  of 
economics  and  accountancy  which  it  is  the  primary  purpose  of 
this  paper  to  state  and  discuss. 


II. 

The  legal  and  constitutional  principles  involved  in  the  public 
regulation  of  railway  companies  have  been  fairly  well  settled 
through  a  long  line  of  judicial  decisions  in  which  the  doctrines 
now  held  by  the  courts  have  been  gradually  developed  and  are 
now  fully  established.  From  the  very  beginning  of  railroad 
transportation  in  both  England  and  the  United  States  the  courts, 
basing  their  decisions  upon  the  principles  of  the  common  law, 
have  upheld  the  action  of  the  public  authorities  in  the  reasonable 
regulation  of  railroad  corporations.  Sucli  regulation  has  inva- 
riably been  interpreted  to  include  laws  against  extortion  and 
unjust  discrimination  as  well  as  those  prohibiting  the  formation 

"•The  Supretne  Court  of  Penrtsyhanb  has  declared  (Jan.  ao,  igoS)  the 
two-cent  law  passed  by  the  last  legblattire  unconstitutional  so  lar  as  it  applies 
to  die  Pennsylvania  Railroad  Couipany*  on  Uie  ground  that  "  it  reduces  tlie 
returns  from  the  property  to  such  an  ejctent  as  to  render  it  unrcmuncralivc. " 
^Chuago  Record* Htraidt  Jan.  21 ,  jgoB. 
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of  monopolies.  From  the  first,  however,  and  in  fact  until  the 
granger  legislation  of  the  seventies,  the  railroads  fixed  the  rates 
for  the  transportation  of  persons  and  goods  subject  only  to 
charter  provisions  and  the  observance  of  the  principles  above 
specified.  The  unstable  conditions  following  the  civil  war, 
together  with  the  rapid  extension  of  railroad  systems  into  the 
central  and  western  States  far  in  advance  of  the  economic  ability 
of  the  population  to  support  them,  led  to  competitive  warfare 
in  competitive  territory  with  extremely  low  rates  and  the 
enforcement  of  monopolistic  rates  wherever  competition  did  not 
exist.  Rates  were  therefore  unduly  high  in  some  portions  of 
the  territory  and  unduly  low  in  others.  Under  those  circum- 
stances the  people  through  their  representatives  in  constituent 
conventions-*  and  the  legislatures  began  to  claim  the  power  and 
to  exercise  their  asserted  right  to  fix  rates  and  fares  independ- 
ently of  the  railways  and  without  review  by  the  courts.  Illinois, 
the  leader  in  this  niovement,  inserted  in  her  constitution  adopted 
in  1 87 1,  among  other  sections^*  regulating  railroads,  one  direct- 
ing the  General  Assembly  from  time  to  time  to  pass  laws  estab- 
lishing reasonable  maximum  freight  and  passenger  rates.  The 
first  legislature  elected  under  the  new  constitution  provided  by 
statute  for  the  establishment  of  such  rates  for  the  passenger 
service  on  the  railways  of  the  State.  The  Railroad  and  Ware- 
house Commission  made  the  necessary  administrative  regulations 
and  ordered  the  rates  to  be  put  into  execution.  Early  in  1872 
the  first  suit  under  the  new  law  was  instituted  against  the  Illinois 
Central  Railroad  Company  for  charging  four  cents  per  mile 
while  the  classification^^  made  by  the  commission  allowed  that 
road  to  charge  only  three.    On  December  4,  1872,  Judge  Wood 

"•See  Debates  of  the  Constitutional  Convention.  Illinois,  1870.  II.,  1637, 
1708,  1770. 

"* Other  important  acts  affecting  railroads  were:  (i)  relating  to  the 
incorporation  of  railway  companies;  (2)  limiting  consolidations;  (3)  regu- 
lating the  grain  traffic;  (4)  prohibiting  unjust  discrimination  and  extortion 
in  freight  rates;  and  (5)  establishing  a  board  of  railroad  and  warehouse 
commissioners.    Laws  of  Illinois,  1871-2. 

**The  railways  were  divided  into  four  classes:  A,  Annual  gross  receipts 
exceeding  $10,000  per  mile ;  B,  $8,000-$  10,000 ;  C,  $4,ooo-$8,ooo ;  D,  less  than 
$4,000.  Maximum  rates  were  as  follows:  A,  254  cts. ;  B,  3  cts.;  C,  4  cts,; 
D,  sH  cts. 
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of  the  circuit  court  handed  down  a  decision  in  favor  of  the  rail- 
road company  on  the  grounds  that  ( i )  the  rate  charged  had  not 
been  proven  unreasonable;  (2)  the  fixing  of  rates  by  the  legisla- 
ture was  an  unconstitutional  violation  of  the  railroad's  chartered 
rights;  and  (3)  the  legislature  Iiad  no  power  to  fix  rates  as 
it  had  no  judicial  power  and  no  means  of  determining  whether 
a  particular  rate  was  unreasonable  or  not^*  No  appeal  was  taken 
and  at  the  time  it  seems  to  have  been  generally  assumed  that  the 
decision  would  stand^^  In  the  Neal  Ruggles  case,  however^ 
^v^^ich  was  first  tried  in  1873  and  appealed  to  the  supreme  court, 
that  tribunal  in  its  decision  handed  down  in  1878  took  a  position 
directly  opposed  to  that  of  Judge  Wood  and  therefore  reversed 
the  decision  of  the  inferior  court  and  in  upholding  the  consti- 
tutionality of  the  act  laid  down  the  following  principles,  which 
have  since  been  the  established  law  of  the  State,  viz. :  "The 
legislature  of  this  State  has  the  power  under  the  constitution  to 
fix  a  maximum  rate  of  charges  by  individuals  as  common  car- 
riers, or  others  exercising  a  business  public  in  its  character^  or 
in  which  the  public  has  an  interest  to  be  protected  against  extor- 
tion or  oppression,  and  it  has  the  same  rightful  power  in 
respect  to  corporations  exercising  such  business,  and  such 
regulation  does  not  impair  the  obligation  of  the  contract  in 
their  charters.  .  ,  ."^^  The  right  of  the  State  legislature  under 
the  constitution  to  regitlate  and  fix  the  rates  and  fares  which  com- 
mon carriers  might  lawfully  charge  having  thus  been  upheld  by 
the  supreme  court,  there  remained  the  further  question,  viz.: — • 
Was  the  Illinois  constitution  and  therefore  the  legislation  imder 
it  in  conflict  with  the  provisions  of  the  Federal  constitution  and 
the  laws  drawn  in  confonuity  to  its  tenns?  This  question  had 
already  been  answered  two  years  earlier  in  the  case  of  Munn  vs. 

**Gordont  Illinois  Railway  Legislation  and  G>ituiiiJ$stoii  Control  sin^ 
1870*  p.  36. 

^  Davidson  and  Stuv,  History  of  Illinoi^s,  p,  1030, 

^*9i  Illinois,  256-  The  McLean  Co.  case,  in  which  Judge  Lawrence  delivered 
his  well-known  opinion^  while  arising  under  the  same  general  act  related  to 
freight  rates  and  lumcd  on  the  question.  May  a  State  by  law  forbid  all  dis- 
cfiminatioiis  or  only  unreasonable  ones?  Judge  Lawrence  held  that  only 
Tin  reasonable  discriminations  could  be  prohibited  He  stated  as  an  abii^ 
dktum  tliat  the  legisbture  had  a  clear  right  to  fix  rates  so  far  as  the  power 
had  been  delegated  to  it  by  the  constitutioo.    Sec  Gordon^  op.  ciL,  p.  39. 
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Illinois.^®  Here  it  was  held  by  the  Supreme  Court  of  the  United 
States  that  the  State  legislature  enjoyed  the  constitutional  right 
"to  limit  the  rate  of  charges  for  service  rendered  in  a  public 
employment  or  for  the  use  of  property  in  which  the  public  has  an 
interest." 

The  right  of  the  legislature  to  fix  rates  is,  however,  not  abso- 
lute, as  was  held  in  the  earlier  decisions.  It  is  limited  by  all 
the  provisions  of  the  Federal  constitution*^  which  are  intended 
to  protect  property  rights  as  well  as  those  which  establish  due 
process  of  law  as  the  law  of  the  land.  The  full  meaning  of  these 
constitutional  provisions  as  they  have  been  developed  through 
a  series  of  decisions  by  the  supreme  court  constitute  one  of  the 
most  remarkable  chapters  in  recent  legal  history.*^  When  the 
supreme  court  in  1876  rendered  its  first  decision  sustaining 
the  power  of  a  State  legislature  to  regulate  and  fix  railway  rates, 
it  held  that  the  power  was  complete  and  exclusive  and  inde- 
pendent of  review  by  the  courts.  "Where  property  has  been 
clothed  with  a  public  interest/'  said  the  court  in  Munn  vs.  Illinois, 
"the  legislature  may  fix  a  limit  to  that  which  shall  in  law  be 
reasonable  for  its  use.  This  limit  binds  the  courts  as  well  as 
the  people.  If  it  has  been  improperly  fixed,  the  legislature  not 
the  courts  must  be  appealed  to  for  the  change."*^  The  first 
indication  of  a  change  of  opinion  is  found  in  the  ohiter  dictum 
of  Chief  Justice  Waite  in  the  Railroad  Commission  cases  decided 
ten  years  later,  in  1886.  While  upholding  the  power  of  the 
legislatures  to  fix  reasonable  rates,  the  chief  justice  said: 
"Under  the  pretence  of  regulating  fares  and  freight,  the  State 
cannot  require  a  railroad  corporation  to  carry  persons  or  prop- 
erty without  reward ;  neither  can  it  do  that  which  in  law  amounts 
to  a  taking  of  private  property  for  public  use  without  just  com- 
pensation or  without  due  process  of  law."** 

According  to  the  dictum  of  Chief  Justice  Waite,  State  legis- 
latures may  regulate  railway  rates  only  so  far  as  may  be  done 

**94  U.  S.,  113. 

■•Constitution  U.  S.,  Fourteenth  Amendment,  Sec.  i. 

"See   Smalley,   Railroad   Rate   Control,    for   a    full   presentation   of    the 
development  of  the  doctrine  of  judicial  review. 
"94  U.  S.,  178. 
"Stone  vs.  Farmers'  Loan  &  Trust  Co.,  etc.,  116  U.  S.,  307,  331. 
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without  confiscating  the  property  of  the  company.  Provided  the 
rates  fixed  are  not  so  low  as  to  prevent  the  railway  company  from 
maintaining  its  property'  intact  and  unimpaired  in  condition 
after  paying  its  operating  expenses,  the  acts  of  a  State  legislature 
will  be  upheld  by  the  Federal  courts,  but  not  otherwise. 

A  second  modification  of  the  original  doctrine  was  introduced 
in  1888  by  Justice  Brewer,  then  of  the  circuit  court,  who,  after 
citing  Chief  Justice  Waiters  dictum  mentioned  above,  granted  the 
application  of  the  Chicago  and  Northwestern  Railway  Company 
for  an  injunction  restraining  the  Iowa  Railroad  Commission 
from  enforcing  certain  rates  fixed  by  the  legislature  on  the 
ground  that  "the  right  of  judicial  interference  exists  only  when 
the  schedule  of  rates  established  will  fail  to  secure  to  the  owners 
of  the  property  some  compensation  or  income  from  the  invest- 
ment. As  to  the  amount  of  such  compensationi  if  some  com- 
pensation or  reward  is  in  fact  secured,  the  legislature  is  the 
sole  judge.  The  question  is  one  alone  of  policy,  ,  *  Where  tlie 
proposed  rates  will  give  some  compensation  however  small  to 
the  owners  of  railroad  property,  the  courts  have  no  power  to 
interfere.  Appeal  must  then  be  made  to  the  legislature  and  to 
the  people/'^* 

Still  a  third  and  final  modification  of  the  railway  rate  law 
through  judicial  decision  was  handed  down  in  1890  in  the  case 
of  the  Chicago,  Milwaukee  and  St.  Paul  Railway  Company  vs. 
Minnesota,  where  it  was  definitely  decided  by  a  majority  of 
the  Supreme  Court  of  the  United  States  that  the  rates  fixed  by 
a  l^islature  or  by  a  commission  acting  under  its  authority  must 
not  only  permit  some  compensation  in  addition  to  operating 
expenses  and  maintenance  of  property,  but  also  that  the  amount 
of  such  compensation  must  be  determined  by  a  court  of  com- 
petent jurisdiction,  which  alone  is  able  to  guarantee  to  the 
railroad  companies  due  process  of  law  and  the  equal  protection 
of  the  laws.  In  the  course  of  the  decision  the  court  said:  "If 
the  company  is  deprived  of  its  power  of  charging  rates  for  the 
use  of  its  property  and  such  deprivation  takes  place  in  the 
absence  of  an  investigation  by  judicial  machinery,  it  is  deprived 
of  the  lawful  use  of  its  property  and  thus  in  substance  and 

"  Chicago  and  Northwestern  Railway  Co*  vs*  Dey,  ss  Fed.  Reporter,  878. 
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effect  of  the  property  itself  without  due  process  of  law,  and 
in  so  far  as  it  is  thus  deprived,  while  other  persons  are  permitted 
to  receive  reasonable  profits  upon  their  invested  capital,  the 
company  is  deprived  of  the  equal  protection  of  the  laws."**^ 

Since  1890  the  supreme  law  of  the  land  as  interpreted  in  the 
St.  Paul  Railway  case  has  not  been  changed  in  its  essential 
principles.  Through  the  development  of  this  doctrine  it  has 
come  to  pass  that  while  the  railroad  companies  are  subject  to 
public  regulation,  and  while  legislatures  and  commissions  may 
fix  railroad  rates,  nevertheless  the  railroad  corporations  are 
fully  protected  by  all  the  provisions  of  the  fourteenth  amend- 
ment to  the  constitution  of  the  United  States  as  interpreted  by 
the  courts.  Consequently  the  two  following  propositions  may 
be  laid  down  as  the  legal  principles  imder  which  railway  rates 
may  be  fixed  by  public  authorities: 

1.  Under  the  guise  of  regulating  and  fixing  rates  and  fares, 
railway  corporations  cannot  legally  be  deprived  of  property 
without  due  process  of  law  or  without  just  compensation;  due 
process  of  law  is  held  to  mean  investigation  by  judicial  machin- 
ery; and  just  compensation,  the  liberty  to  fix  rates  such  that  the 
expenses  may  be  paid  and  the  property  be  maintained ;   and 

2.  Railway  companies  cannot  be  denied  by  legislatures  or  com- 
missions the  equal  protection  of  the  laws.  They  must  therefore 
be  allowed  to  charge  rates  and  fares  such  that  the  property  will 
return  a  reasonable  income,  that  is  an  income  that  is  fairly 
comparable,  considering  the  risk  involved,  with  the  return  that 
is  generally  earned  by  property  devoted  to  other  uses.^° 


III. 

The  problem  which  the  courts  have  assumed  as  a  result  of 
their  later  interpretation  of  the  property  clause  of  the  fourteenth 

"  Chicago,  Milwaukee  &  St.  Paul  Ry.  Co.  vs.  Minn.,  134  U.  S.,  458. 

**  Since  the  Fifth  Amendment  to  the  National  constitution  guarantees 
essentially  the  same  property  rights  to  persons  against  the  acts  of  the  Federal 
government,  it,  of  course,  follows  that  the  courts  will  grant  equal  protection 
to  the  railroad  companies  in  the  case  of  the  reduction  on  interstate  rates 
by  the  Interstate  Commerce  Commission  acting  under  the  authority  of  the 
Hepburn  amendment  to  the  Interstate  Commerce  Act  of  1887. 
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amendment  is  one  of  the  most  complicated  and  intricate  that 
the  sister  sciences  of  economics  and  accoimtancy  afford 

The  economic  principles  involved  are  fairly  simple.  Trans- 
portation^  as  one  of  the  coordinate  branches  of  the  general  indus* 
trial  activities  of  the  country,  ought  to  be  independent  and 
self-supporting.  Those  who  make  use  of  its  services  may  properly 
be  called  upon  to  render  compensation  sufficient  in  amount  to 
pay  the  legitimate  operating  expenses,  to  provide  for  the 
ordinary  wear  and  tear  of  the  property  and  to  return  to  the 
owners  profits  that  are  fairly  commensurate  with  those  that 
are  received  in  other  lines  of  industry.  Moreover,  the  economic 
costs  of  transportation  above  enumerated  in  broad  outline  should 
be  distributed  among  the  beneficiaries  in  a  fairly  equitable  man- 
ner f^  ^  that  is,  either  in  proportion  to  the  costs  actually  incurred 
in  their  behalf,  or  to  the  value  of  tho  services  rendered  to 
particular  groups  of  patrons,*^  or  to  the  individuals  within  those 
groups.  This  is  the  fundamental  economic  principle  underlying 
all  legislation  against  discrimination  between  persons,  places  and 
commodities.  Its  application  to  particular  cases  has  in  the  past 
constituted  the  chief  work  of  the  Interstate  Commerce  Commis- 
ion  so  far  as  that  body  has  undertaken  to  exercise  its  functions 
in  the  regulation  of  rates.  A  further  application  of  the  same 
economic  principle  is  found  in  the  statement  that  freight,  pas- 
senger, mail  and  express  rates  should  be  so  adjusted  that  each 
department  of  the  service  is  able*  after  paying  its  share  of  the 
joint  expenses,  to  contribute  an  equitable  portion  of  the  interest 
and  profits  to  which  the  owners  may  justly  be  entitled.  The  courts 
as  the  final  arbitrators  of  the  above  principles  ought  to  condemn 
as  uneconomic,  as  well  as  unconstitutional  under  our  govern- 
ment, rates  so  low  as  to  prevent  a  nonnal  rate  of  return  upon 
the  value  of  the  invested  capital ;  and,  secondly,  rates  upon  any 
particular  kind  of  traflfic,  freight,  passengers,  mail  or  express^ 
that  do  not  allow  that  particular  service  to  contribute  its  proper 
proportion  to  the  common  treasury, 

"Rates  made  by  railway  companies  generally  fail  to  give  that  nice  adjust- 
ment  to  service  rendered  that  is  characteristic  of  the  other  indtistnes.  owing 
paitiy  to  the  difficuUics  of  dctennining  costs  and  partly  to  the  t^nequal  opera- 
tion of  the  competitive  forces. 

■  As  for  exainplc,  a  State,  or  a  city,  or  a  mmmg  district 
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From  the  standpoint  of  accotintancy  the  problem  is  less  simple. 
This  is  due  partly  to  the  difficulties  inherent  in  the  fundamental 
conditions  of  the  railway  service,  and  partly  to  complications 
introduced  by  our  dual  system  of  government  control. 

In  its  simplest  form,  that  is,  where  the  control  is  vested 
exclusively  in  the  hands  of  the  central  government,  the  account- 
ing problem  consists  primarily  in  determining  the  following  fac- 
tors :  first,  the  gross  earnings  of  the  railroad  company ;  second, 
its  operating  expenses;  third,  the  value  of  its  capital  invest- 
ment, and  fourth,  the  normal  rate  of  return  received  from 
investment  in  other  lines  of  industry.  Given  these  items,  the 
question  is.  Will  the  rates  fixed  by  a  legislative  act  permit  of 
gfross  earnings  at  least  equal  to  the  operating  expenses  plus  an 
equitable  rate  of  interest  and  profits  upon  the  investment? 

Ordinarily  the  entire  earnings  of  a  railroad  company  are 
derived  from  conducting  transportation,  and  therefore,  gross 
earnings  is  synonymous  with  the  entire  income.  Even  in  those 
cases  where  a  railroad  company  is  the  owner  of  a  coal  mine,  or 
a  manufacturing  plant,  or  of  income-bearing  securities,  there  is 
little  difficulty  in  accurately  separating  the  receipts  from  such 
outside  investments  from  those  derived  from  the  transportation 
of  persons  and  commodities.  Hence,  in  all  cases,  the  determina- 
tion of  gross  earnings  is  fairly  simple. 

The  chief  difficulty  arises  in  the  determination  of  the  operating 
expenses.  Every  railroad  company  is  constantly  expending 
money  for  two  purposes,  quite  distinct  in  theory  but  well  nigh 
inseparable  in  practice.  The  first  of  these  two  purposes  is  for 
current  expenses,  including  the  cost  of  operation  and  the  ordi- 
nary repairs  to  roadway,  buildings  and  equipment.  The  second 
is  for  the  purpose  of  making  improvements  and  extensions. 
Railroads  are  constantly  tearing  down  old  stations  and  erecting 
better  ones  in  their  places;  substituting  new  and  heavier  rails 
for  lighter  and  partially  worn  ones;  building  steel  or  concrete 
bridges  in  place  of  wooden  structures;  discarding  old  cars  and 
locomotives  and  replacing  them  with  cars  of  larger  capacity  and 
locomotives  of  greater  motive  power.  Theoretically,  expendi- 
tures for  current  expenses  end  with  the  last  dollar's  worth  that 
it  is  necessary  to  expend  on  repairs  in  order  that  all  the  property 
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of  the  railroad  be  kept  up  to  the  standard  of  yesterday.  Practi- 
callyi  however,  repairs  and  improvements  are  constantly  being 
made  together  and  no  exact  line  of  demarkation  can  be  drawn 
to  show  where  repairs  end  and  improvement  begins.  Theoreti- 
cally speaking,  again,  any  expenditure  is  held  to  be  an  improve- 
ment  which  reduces  operating  expenses  or  increases  the  earnings. 
Practically,  again,  so  many  other  changes  are  occurring  at  the 
same  time  with  the  expenditure  in  question  that  it  is  usually 
quite  impossible  to  tell  just  how  the  net  earnings  are  affected. 
The  same  principle  applies  in  the  case  of  a  railroad  company 
that  fails  to  make  the  expenditures  necessary  to  keep  its  track 
and  equipment  up  to  the  regular  standard-  Under  such  con- 
ditions, so  long  as  the  traffic  can  be  handled  fairly  economically 
the  expense  account  will  be  low  and  the  profits  proportionally 
heavy.  On  the  other  hand,  a  railroad  that  is  continually  making 
even  slight  improvements  out  of  its  earnings  will  show  for 
the  time  being  large  operating  expenses  and  small  profits.  In 
neither  case  are  the  true  expenses  of  operation  shown,  and  con- 
sequently in  all  such  cases  the  proper  adjustments  must  first  be 
made  before  the  net  earnings  shown  by  the  books  may  properly 
be  accepted  by  any  court  as  a  basis  upon  which  to  determine  the 
constitutionality  of  any  rate  fixed  by  the  public  authorities. 

The  actual  investment  of  a  railroad  company  would  be  found 
in  connection  with  the  determination  of  operating  expenses  and 
repairs  provided  all  expenditures  were  wisely  made  and  the 
cost  of  construction  remained  constant  from  the  first  inception 
of  the  railroad.  Under  such  conditions,  the  total  expenditures 
less  the  total  operating  expenses,  including  repairs,  would  neces- 
sarily be  equal  to  the  capital  investment  Since,  however^  no 
railroad  company  has  shown  that  fine  discrimination  in  separat- 
ing its  expenditures  for  these  two  purposes  that  is  indispensable 
where  capital  is  to  be  determined  in  this  way,  and  again  since 
there  is  usually  an  appreciable  portion  of  the  exjienditures  on 
account  of  capital  that  are  unwisely  if  not  fraudulently  made^ 
and,  furthermore,  since  the  cost  of  materials  and  labor  is  sure 
to  have  appreciated  or  depreciated  after  the  investment  was 
made,  it  has  been  found  desirable  to  make  certain  adjustments 
to  compensate  for  the  foregoing  errors.     Such  adjustments, 
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however,  involve  the  actual  examination  of  all  the  vouchers  and 
the  separation  of  expenses  from  investments  from  the  begin- 
ning of  the  railroad's  existence  to  the  date  of  investigation. 
This  process  is  impossible  in  some  cases,  impracticable  in  most 
others,  and  expensive  m  all.  Consequently,  the  usual  method 
adopted  is  to  find  the  value  of  the  investment  through  an 
inventory.  The  cost  of  new  equipment  similar  to  that  owned 
by  any  particular  railroad  is  readily  determined  owing  to  the 
fact  that  such  equipment  has  a  well-known  market  value.  The 
life  of  cars  and  locomotives  are  found  from  experience  and  hence 
a  scale  of  depreciation  can  readily  be  made.  With  these  facts 
determined,  the  value  of  the  equipment  of  any  railroad  is  easily 
calculated.  The  cost  of  construction  of  the  permanent  way, 
yards,  stations  and  terminals,  etc.,  can  be  estimated  by  experts 
in  railway  construction  with  a  reasonable  deg^ree  of  accuracy. 
The  value  of  the  land  upon  which  the  road  and  buildings  are 
located  is  more  difficult  of  estimation.  Still,  if  the  ordinary 
principles  of  real  estate  valuation  are  applied  and  consequently 
railroad  real  estate  is  valued  at  the  same  rate  as  that  in  its 
immediate  vicinity,  the  valuation  can  be  made  with  sufficient 
accuracy  for  the  purposes  in  view. 

The  fourth  element  in  the  problem,  the  determination  of  the 
average  rate  of  return  in  other  lines  of  industry,  is  under  present 
conditions  largely  a  matter  of  personal  judgment.  Possibly  the 
data  exists  upon  which  the  question  might  be  scientifically 
answered.  But  certainly  no  attempt  has  ever  been  made  to 
determine  even  the  average  rate  of  return  in  all  other  lines,  and, 
moreover,  the  data  are  so  scattered  and  fragmentary  that  such  a 
problem  is  not  likely  to  be  seriously  considered.  Hence  the  judg- 
ment of  the  courts  as  to  what  constitutes  a  proper  rate  of 
return  must  be  accepted  at  the  present  time  in  lieu  of  a  more 
scientific  method  of  determining  the  rate  of  return  to  be  used 
in  the  accounting. 

A  second  step  in  the  solution  of  the  accounting  problem  con- 
sists in  the  allocation  or  apportionment  of  three  of  the  above 
items,  viz.,  earnings,  expenses,  and  capital,  between  the  freight 
and  passenger  departments.^® 

"A  complete  solution  of  the  problem  would  involve  a  further  separation 
of  passenger  earnings,  and  expenses  among  the  three  branches,  carriage  of 
persons,  mail,  and  express. 
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The  earnings,  coming  as  they  do  from  distinct  sources,  need 
only  to  be  kept  separate  and  each  credited  to  its  proper  depart- 
ment. 

Expenses,  on  the  other  hand,  are  partly  separate  and  partly 
common.  The  two  departments  use  a  common  right  of  way, 
roadbed,  rails,  bridges,  water  tanks,  car  sheds  and  roundhouses, 
and  sometimes  depots,  A  part  of  the  administrative  expense  and 
all  of  the  taxes  are  for  the  common  benefit.  In  order,  therefore, 
to  determine  the  net  earnings  from  either  the  freight  or  the  pas- 
senger departments,  it  is  necessary  to  prorate  all  joint  expenses 
between  the  two  branches  of  the  service  in  some  arbitrary  way* 
If  the  method  chosen  should  by  any  chance  allocate  too  large  a 
share  of  the  joint  expenses  to  the  passenger  department,  that 
service  might  show  a  deficit,  but  not,  of  course,  without  making 
the  freight  department  seem  proportionally  more  profitable. 
Hence  the  method  of  division  adopted  for  the  separation  of 
the  common  expenses  between  the  two  departments  is  likely  to 
determine  whether  either  the  freight  or  the  passenger  rates  are 
so  high  as  to  be  extortionate  or  so  low  as  to  be  unconstitutional. 

In  the  case  of  the  capital  investment,  a  considerable  portion 
may  be  assigned  to  the  freight  and  to  the  passenger  departments 
when  the  expenditures  are  made  or  when  the  inventory  is  taken, 
according  as  the  one  or  the  other  method  of  determining  the 
investment  is  adopted.  This  would  include  freight  equipment, 
freight  houses,  yards,  and  terminal  facilities  for  the  freight 
service,  and  passenger  equipment,  stations  and  yards  for  the 
passenger  service.  The  investment  in  main  track  and  sidings, 
together  with  the  bridges,  must  necessarily  be  allocated  to  the 
two  departments  in  some  arbitrary  manner,  and  here  again  the 
method  of  division  is  Hkely  to  detennine  the  question  at  issue: 

Under  our  system  of  government,  that  of  semi-independent 
States  united  for  certain  specific  purposes  into  a  federal  union, 
two  further  divisions  of  earnings,  expenses,  and  capital  invest- 
ment become  necessary* 

First.  A  State  government  has  no  authority  outside  its  own 
borders.  Consequently,  since  most  railroads  extend  across 
several  States,  a  division  of  earnings,  expenses,  and  capital  by 
States  must  in  such  cases  be  made.     This  division  is  required  by 
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most  of  the  railroad  and  tax  commissions,  and  is  therefore  made 
regularly  by  all  railroads  lying  in  two  or  more  States,  but  usually 
in  a  very  unscientific  way.  A  considerable  portion  of  the 
expenses  are  incurred  wholly  within  the  boundaries  of  particular 
States.  The  remaining  expenses  are  made  for  train  service 
between  two  or  more  States,  advertising  and  general  office 
expenses,  all  of  which  must  be  prorated  to  the  several  States 
over  which  the  service  is  spread.  The  case  of  earnings  is  quite 
similar.  The  division  of  capital  is  somewhat  more  complicated, 
for  while  even  a  larger  proportion  of  the  investment  may  be 
localized,  the  proper  method  of  allocating  the  cost  of  terminals 
involves  questions  quite  impossible  of  solution  by  mathematical 
principles.  The  Stuyvesant  Docks  of  the  Illinois  Central  at 
New  Orleans,  for  example,  are  located  geographically  in  the 
State  of  Louisiana.  From  the  economic  standpoint,  however, 
these  docks  are  a  part  of  the  Illinois  Central  in  Illinois  and 
Iowa.  Similarly  the  Chicago  terminals  of  the  Chicago  and 
Northwestern  Railway  and  other  similarly  located  roads,  while 
situated  in  Illinois  by  an  arbitrary  division  of  the  territory  into 
States,  are  used  impartially  for  the  benefit  of  the  traffic  of  the 
whole  line.  The  allocation  of  the  investment  in  the  great  ter- 
minals among  the  branches  of  the  road  and  between  the  freight 
and  the  passenger  service,  while  not  necessary  where  the  rail- 
ways make  their  own  rates,  becomes  of  the  utmost  importance 
where  the  courts  undertake  to  determine  the  validity  of  State 
rates  on  the  basis  of  the  cost  of  the  service. 

Second.  The  National  constitution  grants  to  the  Federal  gov- 
ernment the  right  to  exercise  control  over  interstate  commerce. 
Federal  statutes  passed  under  the  authority  of  the  interstate  com- 
merce clause  give  the  exclusive  control  of  the  interstate  traffic 
of  the  railways  of  the  country  to  the  Interstate  Commerce  Com- 
mission subject  to  review  by  the  United  States  courts.  A  State 
legislature  has,  therefore,  no  power  or  authority  over  traffic 
which  is  conducted  only  partially  within  its  boundaries.  Since 
it  has  no  jurisdiction  over  such  traffic,  the  earnings  and  expenses 
connected  with  it  may  not  be  legally  considered  in  determining 
the  validity  of  a  rate  established  by  State  authorities.  Hence 
the  earnings  derived  from  the  interstate  traffic  must  be  separated 
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from  the  earnings  apportioned  to  the  State  for  both  the  freight 
and  the  passenger  service.  Similarly,  expenses  incurred  on 
account  of  the  interstate  traffic  must  also  be  separated  from  the 
total  expenses  for  the  State,  for  both  freight  and  passenger 
traffic,  in  order  to  determine  the  expenses  of  the  business  over 
which  the  State  authorities  have  control.  And  finally  the  capital 
investment  for  the  whole  State,  which  has  already  been  allotted 
to  the  freight  and  passenger  departments,  must  further  be 
divided  between  the  interstate  and  intrastate  freight-  and  pas- 
senger service.  The  complexity  of  the  problem  which  has  thus 
been  briefly  outlined  may  be  better  appreciated  from  the  follow- 
ing diagram: 
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IV. 

The  principles  governing  the  separation  of  expenditures 
between  capital  and  expenses  have  already  been  stated.  Any 
expenditure  which  will  permanently  increase  earnings  or  decrease 
expenses  may  properly  be  charged  to  capital.  All  other 
expenditures  should  be  charged  to  expenses.  The  actual 
separation  under  ideal  conditions  would  be  entrusted  to  a  com- 
mittee of  experts  representing  (i)  those  having  charge  of  the 
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work  at  the  time  the  expenditure  was  made,  (2)  those  hav- 
ing charge  of  the  operation  of  trains,  (3)  those  having- 
charge  of  the  traffic,  and  (4)  those  having  charge  of  the 
accounts.  Such  a  committee  with  its  combined  knowledge  and 
judgment  would  be  able  in  most  cases  to  make  a  reasonably  fair 
apportionment  of  expenditures  between  the  two  classes.  In 
actual  practice,  however,  the  separation  is  made  by  a  subordinate 
official  or  clerk  who  has  some  knowledge  of  the  character  of  the 
outlay,  but  in  most  cases  has  little  or  no  appreciation  of  the 
effects  upon  earnings  and  expenses.  In  some  cases,  moreover, 
those  having  charge  of  the  separation  are  directed  by  the 
management  to  charge  somewhat  more  or  somewhat  less  to 
expenses  than  actually  belong  to  that  account.  In  most  cases,  it 
is  safe  to  say,  the  vouchers  do  not  give  sufficient  information 
upon  which  to  make  a  correct  division.  In  many  cases  the 
vouchers  are  destroyed  after  being  preserved  for  a  few  years,  in 
other  cases  they  are  lost.  If,  therefore,  an  improper  division 
of  expenditures  has  been  made  in  the  past  by  any  railroad  com- 
pany whose  rates  are  in  process  of  judicial  determination,  it  is 
clearly  impracticable,  if  not  impossible  in  most  cases,  to  correct 
the  accounts  by  making  a  redivision  of  expenditures  under  the 
direction  of  the  courts.  If  too  little  has  been  charged  to 
expenses  in  the  past,  the  capital  account  will  be  inflated  beyond 
its  just  proportions;  if  now  that  rates  are  likely  to  be  reduced 
by  legislative  act  the  railroad  company  reverses  its  former 
policy  and  charges  a  portion  of  its  improvements  to  expenses,  it 
will  have  an  inflated  capital  account  upon  which  it  is  claiming 
the  constitutional  right  of  paying  in  interest  and  dividends  a 
rate  of  return  commensurate  with  that  which  is  being  earned  in 
other  lines  of  industry,  and  at  the  same  time  it  will  have  con- 
tracted net  earnings  from  operation  out  of  which  the  return 
upon  capital  must  be  paid.  Such  a  state  of  the  accounts,  while 
perhaps  exceptional,  is  yet  common  enough  to  deserve  attention. 
The  courts  being  obliged  to  base  their  decisions  upon  facts  are 
under  the  necessity  of  using  the  results  of  the  division  of 
expenditures  already  made,  since  it  is  impracticable  to  make  a 
redivision  for  reasons  already  stated,  if  they  use  the  facts  at  all. 
They  consequently  find  themselves  face  to  face  with  the  follow- 
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ing  dilemina:  if  they  disregard  the  statistical  results  presented 
by  the  accounting  department  of  the  railroad  company  and  base 
their  decisioti  upon  social  and  economic  conditions  in  a  general 
way,  they  fail  to  conform  to  the  provisions  of  the  fourteenth 
amendment  as  interpreted  in  the  later  cases  arising  under  it;  if, 
on  the  other  hand,  they  base  their  decisions  on  the  accounts  of 
the  company,  they  must  do  so  with  the  full  understanding  that 
these  accounts  are  vitiated  by  errors  of  principle  as  well  as  of 
judgment  in  the  application  of  those  principles  and  therefore 
have  little  if  any  value  for  the  purposes  in  question.  The  use  of 
this  method  of  determining  capital  is,  therefore,  attended  with 
the  gravest  dangers  from  the  accounting  standpoint;  consequently 
the  courts  must  continue  to  rely  upon  the  inventory  method  for 
the  determination  of  the  investment  in  the  future  as  they  have 
in  the  past  If  the  true  value  of  railroad  property  can  be  found 
in  this  way,  a  scientific  basis  for  the  judicial  determination  of 
legislature-made  rates^  so  far  as  the  determination  depends  upon 
the  allowance  of  a  reasonable  rate  of  return  upon  the  investment, 
can  be  secured.  If  the  real  value  of  the  property  cannot  be  found 
in  this  way,  then  the  judicial  determination  of  rates  must 
continue  to  be,  in  the  future  as  in  the  past,  merely  a  guess* 

In  the  cases  where  the  judicial  determination  of  the  validity 
of  rates  fixed  by  State  authorities  is  involved,  the  second  step*^ 
in  the  process  of  accounting  usually  consists  in  the  apportionment 
of  the  earnings  and  expenses  between  the  State  in  question  and 
the  other  States. 

Earnings  are  usually  apportioned  on  the  basis  of  some  con- 
venient physical  unit,  the  most  common  of  which  is  the  train 
mile.'**  The  assumption  upon  which  this  method  rests,  viz.,  that 
all  trains  closely  approximate  a  standard  type,  is  contrary  to  fact. 
Freight  trains  vary  from  the  heaviest  through  express,  often 
containing  from  sixty  to  eighty  cars  of  fifty  tons  capacity  to 
the  local  freight  of  twelve  to  twenty  cars  of  thirty  tons  capacity. 

•  Expenses  might  be  apportioned  to  the  freight  and  the  passenger  depart- 
ments for  the  whole  road,  and  then  apportioned  to  the  State.  The  former 
is  the  usual  practice, 

^  Sometimes  road  mileage  is  used  because  of  extreme  ease  of  appUcatioiL 
While  useful  for  some  purposes,  it  has  no  value  for  the  puri^oses  of  deter* 
mining  the  profitableness  of  a  particular  rate. 
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In  the  passenger  service  there  is  apparently  more  uniformity, 
but  even  here  the  actual  variation  is  so  wide  as  to  vitiate  the 
results.  In  the  second  place,  this  method  assumes  that  rates 
are  practically  uniform  over  the  whole  line,  an  assumption  which 
is  also  untrue  in  the  great  majority  of  cases.  For  purposes  of 
comparison  from  year  to  year,  allocation  of  earnings  to  the 
several  States  on  the  basis  of  the  respective  train  mileages  may 
give  results  of  some  value;  but  as  a  criterion  upon  which  the 
courts  may  decide  whether  a  given  rate  is  confiscatory  or  profit- 
able this  method  has  no  claim  to  scientific  accuracy.  A  better 
method  for  the  apportionment  of  earnings  to  states  has  come 
into  general  use  in  recent  years  and  was  used  by  the  Chicago, 
Milwaukee  and  St.  Paul  Railway  Company  in  the  Wisconsin 
passenger  fare  case  with  satisfactory  results.*^  By  this  method 
the  revenue  from  all  intrastate  traffic  is  credited  to  the  State  in 
which  the  service  was  performed  and  the  revenues  received  from 
all  interstate  traffic  is  separated  by  individual  way-bill  and  ticket 
in  the  proportion  which  the  mileage  within  the  particular  State 
bears  to  the  total  mileage  transported.  The  sum  of  the  intra- 
state earnings  plus  the  individual  mileage  proportion  .of  the  inter- 
state receipts  gives  the  gross  receipts  for  the  freight  and 
likewise  for  the  passenger  business  of  the  State.  This  system  of 
separation  has  the  advantage  that  a  considerable  proportion  of 
the  receipts,  viz.,  that  from  the  intrastate  traffic,  is  actual.  It 
has  the  disadvantage  of  assuming  that  rates  are  made  on  an 
equal  mileage  basis  for  individual  shipments  and  services.  In 
this  respect  it  is  open  to  criticism.  Speaking  scientifically,  a 
rate  is  made  up  of  three  elements:  first,  a  terminal  charge  at 
point  of  shipment;  second,  a  mileage  charge  varying  with  the 
estimated  cost  of  transportation ;  third,  a  terminal  charge  at  point 
of  receipt,  and  fourth,  wherever  possible,  some  allowance  for 
profit.  The  revenue  arising  from  a  given  shipment  should  be 
assigned  to  the  terminals  and  the  States  through  which  it  is 
transported  in  the  same  way.  Suppose,  for  example,  that  a 
person  is  transported  from  Chicago  to  Madison,  Wisconsin, 
a  distance  of  one  hundred  and  thirty  miles,  at  three  cents  per 
mile;  and  that  the  State  line  is  equi-distant  from  the  two  cities. 

^Wisconsin  Maximum  Passenger  Fare  Case,  p.  $6. 
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A  tenninal  charge  of  jr  cents  per  unit  should  be  allowed  the 

Chicago  terminal,  a  charge  for  similar  purposes  but  probably 
smaller  should  be  credited  to  Wisconsin  for  the  use  of  the  Madi- 
son station  privileges  and  the  remainder  divided  about  equally 
between  Illinois  and  Wisconsin.  In  the  case  of  a  shipment  from 
Milwaukee  to  Chamberlain,  South  Dakota,  tenninal  charges 
should  be  credited  Wisconsin  on  account  of  the  facilities  fur- 
nished at  Milwaukee*  a  smaller  charge  allowed  South  Dakota 
for  the  less  elaborate  station  privileges  at  Chamberlain,  and  the 
remainder  prorated  to  the  three  States,  Wisconsin,  Minnesota 
and  South  Dakota,  not  in  exact  proportion  to  the  mileage  hauled 
in  the  three  States  but  in  proportion  to  a  mileage  weighted**  in 
view  of  the  difficulties  and  cost  of  the  haulage.  Such  a  system 
of  apportionment,  while  exceedingly  difficult  of  application  and 
exceedingly  easy  of  manipulation  for  fraudulent  purposes,  would 
apportion  the  revenue  to  the  several  States  in  confoniiity  to 
the  principles  of  accounting  as  applied  in  the  best  manufacturing 
establishments. 

Under  the  cruder  methods  of  railroad  accountir^,  expenses 
are  apportioned  to  the  several  States  on  the  basis  of  either  revenue 
train  mileage  or  gross  earnings.  The  latter  method  ts  not  only 
unscientific  in  principle  but  is,  moreover,  from  the  logical  stand- 
point, a  species  of  begging  the  question  that  needs  only  to  be 
mentioned  to  be  discredited.  Apportionment  on  the  basis  of 
revenue  train  mileage  has  the  advantage  of  being  easy  of  applica- 
tion and  of  prorating  expenses  in  some  proportion  to  the  costs 
of  the  work  performed*  In  its  practical  application  this  method 
may  be  used  to  apportion  all  expenses  or  only  a  portion  of  them. 
All  large  railroad  companies  divide  their  lines  into  operating 
divisions,  these  operating  divisions  are  also  accounting  divisions; 
some  companies  further  divide  the  operating  divisions  into  sul> 
divisions  for  accounting  purposes.**  Where  an  accounting 
division  lies  wholly  within  the  boundaries  of  one  State  the 
eKpenses  within  tliat  division  will,  of  course,  be  charged  to  that 
State,      For  those  divisions  lying  in  two  or  more  States,  the 

*The  acdiaJ  division  should  be  made  as  nearly  as  possible  in  proportion 
to  that  which  would  occur  were  the  railroads  entirely  separate  financially  at 
State  boundaries. 

*•  Railway  organization  and  working,  p,  333, 
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expenses  not  readily  localized  are  divided  in  proportion  to  the 
respective  train  mileages  made  in  the  several  States.  If  traffic 
and  operating  conditions  were  substantially  similar  in  all  the 
States  affected  by  this  method  of  apportionment,  so  that  in 
general  the  train  mile  represented  practically  the  same  unit  of 
work  done  and  of  costs  incurred,  there  could  be  little  objection 
to  its  use  for  the  purposes  in  view.  But  when  conditions  are 
dissimilar,  that  is,  where  trains  in  one  State  are  not  only  heavier 
but  are  run  at  higher  speed,  this  system  of  apportionment  throws 
a  disproportionally  large  part  of  the  joint  expenses  upon  the 
State  that  is  conducting  its  transportation  service  at  a  relatively 
low  cost.  Having  this  in  mind,  the  Wisconsin  Railway  Commis- 
sion introduced  a  variation  of  this  method,  namely  that  of  appor- 
tioning common  expenses  on  the  basis  of  various  units,  selecting 
in  each  case  that  one  which  seemed  best  suited  to  the  conditions 
involved.  For  example,  a  considerable  proportion  of  the  items 
included  in  maintenance,  especially  those  caused  by  the  natural 
depreciation  of  .the  property,  are  divided  in  proportion  to  the 
road  mileage,  while  those  items  that  wear  out,  such  as  rails,  on 
the  basis  of  train  mileage.  Repairs  to  locomotives  and  cars 
which  were  used  in  the  interstate  traffic  are  apportioned  in  pro- 
portion to  locomotive  and  car  mileage  respectively  in  the  several 
States.  In  cases  where  no  appropriate  unit  seemed  available, 
recourse  was  had  to  apportionment  on  the  basis  of  expenses  for 
the  service  most  nearly  related  in  character.*^ 

The  system  inaugurated  by  the  Wisconsin  Railroad  Commis- 
sion demands  for  its  successful  application  a  combination  of 
qualities  that  are  rarely  found  united  in  the  same  person,  viz., 
a  thorough  knowledge  of  the  nature  of  the  various  branches  of 
railway  work,  a  profound  grasp  of  the  principles  of  economics 
and  accountancy  and  large  experience  in  the  application  of  these 
principles  to  the  practical  problems  of  the  business  world.  With 
these  conditions  fulfilled,  there  seems  to  be  no  valid  reason 
why  expenses  may  not  be  apportioned  to  the  several  States  with 
sufficient  accuracy  to  serve  as  the  basis  for  the  judicial  determina- 

•The  cost  of  the  water  supply,  for  example,  was  apportioned  to  the  State 
on  the  basis  of  fuel  consumed.    Report,  p.  117. 
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tion  of  railway  rates  without  injustice  either  to  the  railway 
owners  or  the  traveling  public*® 

Two  general  methods  of  dividing  the  expenses  between  the 
freight  and  passenger  departments  are  coming  into  general  use 
largely  as  a  result  of  the  passenger  fare  legislation  of  the  past  two 
years. 

(i)  The  first  method  is  exceedingly  simple.  It  was  used 
by  the  Pennsylvania  Railroad  Company  in  connection  with  the 
two-cent  fare  legislation  in  Ohio  and  may  best  be  expressed  in 
the  original  phraseology : 

*'A.  All  known  items  relating  exclusively  to  the  passenger 
business  are  charged  to  passenger  expenses* 

B.  General  expenses,  such  as  cost  of  maintaining  road  and 
roadbed,  superintendence,  taxes,  et  cetera,  are  divided  between 
passenger  and  freight  on  each  division,  in  the  proportion  which 
passenger  train  mileage  bears  to  the  total  passenger  and  freight 
train  mileage."*^ 

In  referring  to  this  method  President  McCrea  remarked :  "Of 
course  this  is  arbitrary,  but  the  rule  is  almost  universal  and  I 
know  of  no  other  basis  that  has  so  many  arguments  in  its  favor 
and  which  seems  so  absolutely  reasonable**'**  What  the  argu- 
ments in  its  favor  are  or  why  it  seems  so  absolutely  reasonable 
he  does  not  state.  Obviously  the  method  is  exceedingly  simple 
and  easy  of  application.  All  railroads  keep  an  account  of  the 
mileage  made  by  both  freight  and  passenger  trains.  The  pro- 
portion which  the  passenger  train  mileage  bears  to  the  total 
mileage  is.  therefore,  easily  found>  The  sum  of  the  direct 
expenses  plus  the  arbitrary  proportion  assigned  to  the  passenger 
business  on  the  train  mileage  basis  gives  the  total  passenger 
expenses,**     Railroad  accountii^  to  be  of  permanent  scientific 

*Thc  valuation  of  the  capital  investment  within  a  certain  State  is  made 
directly,  when  the  inventory  method  is  used,  with  the  exception  of  the  valua- 
tion of  the  equipment.  This  is  prorated  to  the  several  States  in  proportion 
to  the  road  mileage,  or  to  the  train  tnileage,  or  better  still  to  the  locomotive 
and  car  mileage  respectively. 

'^Statement  of  the  Pennsylvania  Lines  west  of  Pittsburgh,  p*  2. 

"^Ibid.,  p.  3 

**Let  the  passenger  train  mileage  be  x  miles,  the  freight  train  mileage  jr 


milea  and  the  total  mileage  ^+y  miles. 


x^y 
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value  must  be  based  upon  sound  economic  principles.  One  of 
the  most  fundamental  of  these*  principles  is  that  the  price  of 
services  can  never  for  any  length  of  time  remain  below  the  actual 
cost  to  the  producer  or  above  the  actual  value  to  the  consumer. 
In  a  state  of  perfectly  free  competition  where  economic  friction 
is  reduced  to  a  minimum,  prices  tend  to  and  ultimately  approxi- 
mate the  actual  costs  of  production.  In  a  state  of  monopoly,  on 
the  other  hand,  the  prices  charged  tend  to  be  so  adjusted  that 
net  profits  are  the  largest  possible  with  the  given  demand  for 
the  given  services.  Under  ordinary  conditions,  competition  is 
not  quite  free,  economic  friction  exists,  and  often  some  element 
of  monopoly  is  present.  Prices,  therefore,  vary  between  the 
impassable  limits  set  by  the  cost  of  production  on  the  one  hand 
and  the  value  of  the  services  to  the"  marginal  consumers  on  the 
other,  but  always  tending  to  gravitate  toward  the  cost  of  the 
particular  services  in  question.  If  we  apply  these  general  eco- 
nomic principles  to  the  question  that  we  are  now  considering, 
we  must  conclude  that  the  undistributed  expenses  ought  to  be 
prorated  in  proportion  to  the  actual  cost  of  the  passenger  service, 
or  to  its  value  either  to  the  railway  or  to  the  public.  If  we  accept 
the  latter  of  the  three  possibilities,  we  adopt  the  principles  of 
"charging  what  the  traffic  will  bear"  and  the  public  regulation 
of  railway  rates  will  necessarily  consist  of  supervising  the  rail- 
roads only  so  far  as  is  required  in  order  that  the  railways  do 
not  "charge  what  the  traffic  will  not  bear."  If,  again,  the  principle 
of  division  accepted  be  that  of  the  value  of  the  services  to  the 
railroads,  the  actual  separation  will  be  determined  by  the  gross 
earnings  of  the  two  departments.  Gross  earnings  are,  however, 
determined  largely  by  the  rates  in  force,  and  the  reasonableness 

senger  proportion  of  the  joint  expenses.  Let  a  represent  all  known  items 
relating  exclusively  to  the  passenger  business  and  b  the  same  items  for  the 

freight.     Let   c  equal  the  total   undivided  expenses  ;   then  a  -f  (— _r  — )  c  = 

the  passenger  expenses  and  similarly  ^  H-  ( — — j  c  =  the  total  freight 
expenses.  Let  p  equal  passenger  receipts  and  /  equal  freight  receipts  :  then 
^—  la+f ^j^J  =  excess  of  passenger  earnings  over  passenger  expenses 

and  /  —  I  ^  4-  (— — )  ^   J  =  excess  of  freight  receipts  over  freight  expenses. 
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of  these  rates  is  the  question  that  the  courts  have  undertaken  to 
determine.  Such  a  method  of  prorating  the  common  expenses 
is  beting  the  question,  and  while  entirely  appropriate  for  other 
purposes,  cannot  logically  be  accepted  as  a  basis  where  the 
decision  hangs  upon  the  question  "Will  the  rates  return  a  reason- 
able income  upon  the  value  of  the  investment?'*  The  third  eco- 
nomic criterion  then  remains,  viz.,  rates  based  upon  the  cost  of  the 
service*  and  this  is  the  test  the  courts  have  uniformly  undertaken 
to  apply.  To  prorate  common  expenses  in  proportion  to  revenue 
train  mileage  is,  however,  likely  to  give  results  entirely  out  of 
harmony  with  each  of  the  accepted  economic  principles  above 
stated.  This  method  must,  therefore,  be  rejected  as  unsound 
in  principle  and  absolutely  at  variance  with  the  theory  of  rates 
that  the  courts  have  undertaken  to  maintain  in  their  later  deci- 
sions, A  hypothetical  case  will  serve  to  illustrate  the  inherent 
fallacy  of  this  method  for  the  purposes  in  hand.  Suppose  Rail- 
road A charges  high  passenger  rates  and  low  freight  rates. 

This  policy  will  develop  a  heav^  freight  traffic  and  a  light  pas- 
senger business.  In  the  conduct  of  the  freight  business,  the 
company  exercises  great  economy  of  operation,  running  heavy 
trains  with  comparatively  few  empty  cars.  The  freight  train 
mileage  will  tlierefore  be  small  in  comparison  with  the  tonnage 
and  with  the  earnings  from  freight.  The  passenger  business 
does  not  lend  itself  so  readily  to  such  economies  of  operation. 
Frequent  train  service  with  regular  schedules  must  be  main- 
tained, and  passenger  trains  run  at  high  speed  are  frequently 
comparatively  empty.  The  passenger  revenue  will  therefore  be 
small^  notwithstanding  the  fact  that  the  rates  are  high  and  the 
passenger  train  mileage  comparatively  large.  Under  these  cir- 
ctinistances  it  is  probable  that  the  passenger  train  mileage  may 
equal  if  not  exceed  the  freight  train  mileage,  although  con- 
tributing not  over  one- fourth  of  the  revenue.  Under  the  sys- 
tem of  division  adopted  by  the  Pennsylvania  Railroad,  the 
passenger  service  would  be  charged  with  at  least  one-half  of 
the  common  expenses,  and  although  the  rates  were  high  would 
seem  to  be  conducted  at  a  loss*  The  use  of  this  method  thus 
might  prevent  the  reduction  of  rates  by  the  legislatures  even 
where  the  rates  were  already  so  high  as  to  effectively  interfere 
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with  the  ordinary  movement  of  passenger  traffic.  The  results 
of  this  system  of  prorating  expenses  may  be  seen  in  the  state- 
ment of  the  Pennsylvania  lines  west  of  Pittsburgh,  above 
referred  to.  Of  the  thirty-two  companies  of  the  Pennsylvania 
operating  in  the  State  of  Ohio  it  was  shown  that  twenty-one 
suffered  a  net  loss  per  passenger  mile  and  ten  a  net  loss  per 
train  mile  under  the  three-cent  fare.  These  results  are  evidently 
due  to  the  adoption  of  an  improper  method  for  the  apportion- 
ment of  the  common  expenses. 

(2)  The  second  method  is  more  complicated  and  at  the  same 
time  more  scientific  in  principle.  It  was  devised  by  Mr.  Thomas 
F.  Woodlock,  formerly  of  the  Wall  Street  Journal,  and  is 
explained  at  length  in  his  book  entitled  "The  Anatomy  of  a 
Railroad  Report."*^®  This  method  of  division  was  constantly 
referred  to  in  the  Wisconsin  maximum  passenger  fare  case  and 
seems  to  have  been  quite  generally  followed  by  the  commission 
in  their  apportionment  of  the  common  expenses,  especially 
between  the  passenger  and  freight  departments.  In  general  the 
method  actually  separates  expenses  so  far  as  possible  both  geo- 
graphically and  between  the  passenger  and  freight  business,  and 
prorates  all  joint  expenses  between  these  two  branches  in 
proportion  not  to  one  but  to  many  criteria,  each  of  which  is 
considered  most  equitable  for  the  particular  service  in  question. 
For  this  purpose  Mr.  Woodlock  divides  expenses  as  follows : 

Class  I.  Expenditures  for  the  actual  production  of  trans- 
portation.*^^ 

Class  II.  Expenditures  for  general  direction,  clerical  work 
and  supervision.^^ 

**  Pp.  59-121. 

"  Contains  all  items  directly  connected  with  the  movement  of  trains :  wages, 
and  salaries  of  train  crews,  roundhousemen,  switchmen,  flagmen  and  watch- 
men, train  dispatchers,  clerks  and  attendants  connected  with  these  services; 
all  kinds  of  supplies  for  locomotives,  trains  and  roundhouses;  the  main- 
tenance of  rolling  stock;  the  maintenance  of  way  so  far  as  such  expense 
is  caused  by  the  movement  of  trains;  losses  and  damage  resulting  from 
the  movement  of  trains. 

*'  Contains  all  the  items  included  in  general  expenses  as  prescribed  by  the 
I.  C.  C.  classification  together  with  certain  items  connected  with  the  traffic 
department  that  are  largely  independent  of  the  direct  movement  of  trains. 
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Gass  II L  Expenditures  for  collecting  and  handling  freight 
and  passengers  at  stations  and  terminals*  and  intermediate 
points.'^^ 

Class  IV.  Expenditures  for  the  maintenance  and  operation 
of  plant  not  dependent  upon  the  operation  of  trains,** 

A  considerable  proportion  of  the  items  in  class  I  and  class  III 
are  separately  incurred  and  therefore  no  arbitrary  apportionment 
is  necessa^)^  For  the  remaining  items  in  these  classes  and  for 
practically  all  of  classes  II  and  IV  arbitrary  methods  of  alloca- 
tion are  necessary.  In  class  I  and  class  IV  joint  expenses  are 
apportioned  on  the  basis  of  engine  or  train  mileage,  as  seems 
most  reasonable,  with  an  allowance  for  the  fact  that  the  direct 
costs  of  running  a  passenger  train  one  mile  is  on  the  average 
considerably  less  than  the  same  expenses  for  the  freight  train 
mile.^^  For  classes  II  and  III  Woodlock  uses  the  gross  earn- 
ings®* as  a  basis,  These  two  classes  are,  however,  relatively 
small,  amoimting  to  fifteen  to  twenty  per  cent,  of  the  total 
expenditures.  For  the  purposes  of  the  courts  some  other  method 
of  division  must  necessarily  be  substituted  even  though  the  two 
classes  be  relatively  smalL  A  considerable  proportion  of  classes 
I  and  II  are  directly  separated  by  the  railroad  companies;  a 
much  larger  proportion  of  these  classes  might  be  directly  sep- 
aratedt  so  that  it  is  easily  possible  to  divide  at  the  origin  some- 

*•  Includes  the  wages  of  station  agcntSi  station  supplies,  tickets  and  tariffs ; 
a<!vcrtising  and  commissions;  loss  and  damage  not  resulting  from  train 
movement;  lighterage  and  marine  equipment;  stockyards  and  elevators; 
and  switching  charges. 

**  Includes  all  items  connected  with  maintenance  of  way  that  are  not 
directly  caused  by  the  operation  of  trains;  a  large  proportion  of  repairs  to 
roadway,  track,  ties,  fences,  bridges,  telegraph,  shops,  machinciy  and  work- 
cars;    insurance;    and  expenses  of  clerical  work  connected  with  the  above. 

**Thc  freight  engine  mile  is  charged  with  10  per  cent  more  than  the 
passenger  engine  mile  and  the  freight  train  mile  with  20  per  cent  more  than 
the  passenger  train  mile.  Switching  mileage  is  treated  as  practically  aJl 
freight  engine  mileage.    Woodlock.  Anatomy  of  a  Railroad  Report,  p,  S8. 

"•  Mr,  Woodlock  remarks  that  this  method  is  as  good  as  any  other  for  the 
purposes  of  comparison  and  adds:  "Of  course  it  is  only  for  such  purposes 
rhat  there  is  any  need  of  division  al  all"  Cp.  SOi  90.)  It  will  be  noticed 
that  Woodlock  is  here  speaking  wholly  from  the  railway  standpoint  ^d  is 
not  considering  the  question  that  the  courts  have  to  solve,  that  is,  whether 
a  rate  fixed  by  a  legislature  or  commission  is  illegal  under  the  fourteenth 
amendment. 
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what  over  one-half  of  all  expenses.*^  The  remaining  portion 
is,  however,  so  large  that  the  method  of  division  chosen  will, 
in  most  cases,  determine  whether  the  passenger  business  is  being 
conducted  at  an  apparent  profit  or  an  apparent  loss.*^® 

The  fourth  and  final  step  in  the  apportionment  of  earnings, 
expenses,  and  capital  consists  in  making  a  proper  and  equitable 
division  of  these  items  between  the  intrastate  and  the  interstate 
business.  The  separation  of  the  intrastate  passenger  receipts 
from  the  total  passenger  receipts  for  the  State  presents  no  diffi- 
culties of  principle,  but  entails  a  vast  amount  of  detailed  statis- 
tical work.  It  involves  the  actual  separation  of  all  the  interstate 
tickets  for  the  period  in  question  and  the  addition  of  the  amounts 
received  from  the  sale  of  the  intrastate  tickets  for  the  same 
time.  The  separation  of  the  interstate  passenger  expenses  from 
those  for  the  intrastate  business  presents  very  grave  difficulties  of 
a  theoretical  character,  but  once  the  method  is  determined  upon 
it  involves  comparatively  little  actual  work.  The  Wisconsin 
Railroad  Commission  adopted  the  gross  earnings  method  with 
comparatively  small  consideration  of  its  inherent  defects.  "If 
the  intrastate  passenger  traffic  amounts  to  about  thirty-nine  and 
sixty-three  hundredths  per  cent,  of  the  total,"  it  was  remarked, 
"it  is  also  clear  that  it  should  be  charged  with  a  corresponding 
proportion  of  the  expenses."  Such  a  conclusion  does  not  neces- 
sarily follow.  For  the  intrastate  passenger  receipts  are  depend- 
ent upon  the  rates  in  force.  A  reduction  of  rates  will,  it  may 
be  assumed,  cause  a  small  increase  in  traffic  and  a  considerable 
decrease  in  receipts,  or  a  considerable  increase  in  the  intrastate 
traffic  with  practically  no  change  in  receipts.  Suppose  the  first 
alternative  results.  Since  the  receipts  are  less,  the  intrastate 
passenger  business  must,  according  to  this  theory,  be  charged 

"  Professor  B.  H.  Meyer  of  the  Wisconsin  Railroad  Commission,  in  an 
address  before  the  National  Association  of  Railroad  Commissioners,  Oct,  1907, 
expressed  the  opinion  that  only  about  fifty-five  per  cent,  of  the  total  expenses 
may  be  actually  separated  between  the  freight  and  passenger  departments.       * 

"Attorney  General  Hadley  of  Missouri  is  quoted  as  stating  that  the  trial 
of  the  two-cent  rate  in  that  State  is  proving  compensatory  owing  partially 
to  the  fact  that  the  railroads,  in  order  to  prove  certain  reductions  in  freight 
rates  were  too  large,  had  allocated  too  large  a  proportion  of  the  joint 
expenses  to  the  freight  business'  and  could  not  easily  change  the  method  now 
that  the  shoe  was  pinching  the  other  foot. — Chicago  Tribune,  Sept  27,  1907. 
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with  a  smaller  proportion  of  the  common  expenses;  but  since 
more  passengers  are  carried  such  expenses  will  not  be  less  but 
will  undoubtedly  be  more.  The  effect,  therefore,  of  applying 
this  method  in  tht  above  case  will  be  to  throw  more  of  the  pas- 
senger expenses  upon  the  interstate  business,  while  a  larger  pro- 
portion of  the  actual  work  done  will  be  performed  for  the 
intrastate  traffic.  Suppose  the  second  alternative  comes  true. 
Let  it  be  assumed  that  the  intrastate  passenger  rates  are  cut  from 
three  to  two  cents  per  mile  and  that  an  increase  of  fifty  per 
cent,  in  this  class  of  the  business  follows  the  reduction.  The 
expenses  will  then  be  shared  in  the  same  proportion  as  before 
the  reduction  although  the  passenger  department  is  doing  an 
intrastate  business  one  and  a  half  times  greater.  If  the  two 
kinds  of  service  were  conducted  entirely  independently  of  each 
other,  it  is  clear  that  no  change  would  take  place  in  the  expenses 
of  the  interstate  business,  while  the  increase  in  the  intrastate 
traffic  would  cause  some  increase  in  the  expenses  of  that  service. 
The  gross  earnings  method  fails  to  prorate  expenses  in  propor- 
tion to  those  that  would  actually  be  incurred  were  the  two  kinds 
of  service  conducted  on  a  separate  foundation.  Its  adoption 
makes  one  branch  a  partial  parasite  on  the  other  and  must  there- 
fore be  condemned  as  contrary  to  the  fundamental  economic 
principles  above  stated.  Furthermore,  as  was  stated  in  connec- 
tion with  the  discussion  of  the  several  methods  of  apportioning 
common  expenses  between  the  freight  and  passenger  depart- 
ments, to  divide  expenses  on  the  basis  of  gross  earnings  when 
the  rates  which  are  an  important  factor  in  determining  the 
amount  of  earnings  are  at  issue,  involves  a  fallacy  in  reasoning 
that  invalidates  the  results  of  the  process. 

The  Wisconsin  Commission  does  not  suggest  any  other 
method  nor  does  this  part  of  the  problem  seem  to  have  attracted 
the  attention  from  the  courts,  commissions,  or  accountants  that 
its  importance  deserves,  For  it  will  be  observed  that  an  incor- 
rect apportionment  of  joint  expenses  between  the  intrastate  and 
the  interstate  passenger  business  may  have  tlie  effect  of  nullify- 
ing the  influence  of  a  correct  allocation  of  expenses  to  the  freight 
and  passenger  departments*  It  will  also  be  admitted  that  when 
the  ability  of  a  railroad  company  to  earn  a  reasonable  return 
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upon  its  investment  is  at  issue,  some  method  of  apportionment 
based  upon  the  cost  rather  than  the  earnings  of  the  work  done 
must  be  selected.  In  this  case,  fortunately,  such  a  method  may 
be  chosen  and  easily  applied.  The  unit  of  passenger  service  as 
well  as  of  passenger  earnings  is  the  passenger  mile.  The  total 
number  of  passenger  miles  made  within  the  State  is  easily 
ascertained  by  any  railroad  company  or  by  any  competent  rail- 
road commission.  It  is  not  difficult  to  separate  the  intrastate  from 
the  interstate  passenger  mileage.  This  having  been  done,  all  com- 
mon expenses  may  readily  be  apportioned  to  the  two  branches  of 
the  passenger  service  in  proportion  to  the  intrastate  and  the  inter- 
state passenger  miles.  Two  difficulties  are  encountered  in  the 
application  of  this  method :  the  determination  of  a  proper  allow- 
ance (i)  for  terminal  expenses,  and  (2)  for  the  difference  in 
cost  of  carrying  the  interstate  and  the  intrastate  traffic.  Both  of 
these  questions  are  discussed  by  the  Wisconsin  Railroad  Com- 
mission. In  the  first  case  no  definite  conclusion  is  reached ;  in 
the  second  it  is  assumed  without  any  investigation  that  intrastate 
traffic  probably  costs  about  ten  per  cent,  more  per  passenger 
mile  than  the  interstate  business. 

If  the  service  rendered  by  the  passenger  departments  were 
uniform  in  character,  that  is,  if  the  terminal  service  were 
approximately  uniform,  if  the  journeys  were  of  equal  length, 
and  if  the  train  service  substantially  similar,  the  passenger  trip 
would  become  the  standard  unit  of  passenger  expense.  Such, 
however,  are  not  the  actual  conditions.  Expensive  terminal  sta- 
tions are  maintained  in  Chicago,  for  example,  partially  for  the 
use  of  patrons  who  are  traveling  through  the  State  of  Wis- 
consin on  their  way  from  the  East  to  the  Northwest.  Other 
travelers  are  at  the  same  time  taking  exactly  the  same  journey 
through  Wisconsin  but  entering  the  train  at  some  small  station 
between  Chicago  and  the  Wisconsin  State  line,  and  terminating 
their  journey  at  another  small  station  just  over  the  Minnesota 
line,  but  before  reaching  Minneapolis  or  St.  Paul.  It  is,  of 
course,  possible  that  the  terminal  expense  per  passenger  is  no 
more  for  the  Chicago  terminal  than  for  the  small  country  sta- 
tions; if  such  a  condition  be  true  it  indicates  that  the  former 
is  more  fully  utilized  than  the  latter.     It  is,  therefore,  safe  to 


igo8] 


Railway  Passenger  Rates. 


387 


N 


^ 


I 

1 


assume  that  generally  terminal  service  for  through  passengers 
costs  more  than  for  the  local  passengers.  Moreover,  a  con- 
siderable  portion  of  the  interstate  traffic  begins  within  the  State 
and  ends  outside  the  State  limits  or  the  reverse*  thus  entailing 
only  one  terminal  expense  upon  the  passenger  business  of  this 
character  within  the  State;  while  the  intrastate  traffic  originat- 
ing and  terminating  within  the  State  always  entails  a  double 
terminal  sen^ice,  one  at  each  end  of  the  trip.  The  above 
description  of  the  conditions  under  which  terminal  expenses 
are  incurred  shows  the  nature  of  the  difficulties  that  may  arise 
when  the  total  passenger  expenses  are  to  be  separated  on  the 
basis  of  service  rendered  by  the  passenger  department  to 
individual  patrons.  Such  sen^ice  includes  the  use  of  terminals 
plus  actual  transportation.  The  terminal  service  is  not  generally 
uniform  in  character  although  in  cases  it  may  be  identical  for 
the  two  classes  of  traffic.  It  is,  however,  possible  to  keep 
account  of  the  number  of  passengers  using  each  terminal  and  of 
the  kind  of  service  rendered  them  by  the  passenger  depart- 
ment. Such  a  process,  while  expensive,  would  enable  all  ter- 
minal expenses  to  be  actually  separated  and  assigned  to  either 
the  interstate  or  the  intrastate  business. 

The  remaining  passenger  expenses  could  then  be  divided 
between  the  intrastate  and  the  interstate  traffic  in  proportion  to 
the  actual  passenger  mileage  made  by  each,  allowing  such  addi- 
tional per  cent,  to  the  intrastate  traffic  as  may  be  found  reason- 
able At  the  present  stage  of  railway  accounting  no  scientific 
basis  for  this  difference  in  cost  has  been  found-  Moreover,  so 
long  as  these  two  classes  of  the  passenger  business  continue  to 
be  conducted  by  the  same  companies  over  the  same  road  and 
in  the  same  trains,  an  exact  detennination  is  impossible.  Under 
such  circumstances  the  solution  of  the  question  will  always 
depend  upon  the  method  chosen  for  the  division  of  the  common 
expenses,  which  must  always  continue  to  be  in  the  final  analysis 
a  matter  of  personal  or  social  judgment.  If  then  we  assume 
that  the  passenger  mile  in  intrastate  traffic  costs  ten  per  cent 
more  than  the  passenger  mile  in  interstate  business  and  then 
use  this  assumption  for  correcting  the  passenger  mileage  actually 
made  in  the  intrastate  traffic,  we  arbitrarily  decide,  without  any 
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direct  proof,  that  the  railroads  may  properly  be  allowed  to  charge 
a  somewhat  higher  rate  per  mile  in  the  intrastate  than  in  the 
interstate  business.  A  consideration  of  the  above  conditions, 
which  are  typical  of  the  whole  process  of  apportionment  of  the 
common  expenses,  leads  to  the  inevitable  conclusion  that  how- 
ever far  the  refinements  of  accounting  may  yet  be  carried,  the 
element  of  personal  judgment  must  continue  to  enter  at  ahnost 
every  step  in  the  process  and  thus  constitute  an  important  factor 
in  the  final  results.  These  results  will  in  the  long  run  be  more 
scientific,  not  because  wholly  divorced  from  the  element  of 
personal  judgment,  but  because  the  problem  is  separated  into 
its  elements  and  thus  tHe  judgment  is  enabled  to  act  upon  par- 
ticular rather  than  upon  general  propositions. 


Application  of  the  methods  above  described  to  a  particular 
case  may  serve  not  only  to  illustrate  the  principles  involved  in 
the  separation  of  joint  expenses  but  also  to  show  the  effect  of 
the  several  methods  upon  the  apparent  cost  of  transportation. 
At  the  hearing  before  the  Wisconsin  Commission  in  regard  to 
the  maximum  passenger  fare  case,  the  Chicago,  Milwaukee  and 
St.  Paul  Railway  Company  presented  elaborate  tables  showing 
in  an  unusually  complete  and  comprehensive  way  the  detailed 
operating  expenses  for  the  year  ending  June  30,  1905.  A  part 
of  the  expenses  were  actually  separated.  The  remaining  items 
were  arbitrarily  allocated  by  the  company,  using  various  methods, 
but  chiefly  either  train  mileage  or  gross  earnings.  The  gross 
earnings  and  the  train  mileage  for  the  State  and  for  the  pas- 
senger and  freight  departments  were,  of  course,  easily  deter- 
mined. Furthermore,  an  unusually  thorough  investigation  had 
been  made  by  the  State  tax  commission  into  the  valuation  of 
the  railway  property  in  the  State  for  the  same  year.  Conse- 
quently the  necessary  data  for  applying  the  various  methods  of 
apportionment  in  a  specific  case  are  unusually  complete  and 
especially  adapted  for  the  purpose. 

The  total  operating  expenses  of  the  railroad  company  for 
the  year  1905,  according  to  the  report,  were  $30,041,747.99.     Of 


igoS] 


Railway  Passenger  Rates. 


389 


I 


this  amount  the  State  of  Wisconsin  was  charged  with  $9iSi7i- 
337*55  ^^  31^68  per  cent.  The  amount  apportioned  to  the  State 
was  considered  too  large  for  the  following  reasons:  (i)  Wis- 
consin's proportion  of  the  revenue  train  mileage  was  only 
28,24  per  cent;**  (2)  only  24.96  per  cent,  of  the  total  road 
mileage  was  located  in  the  State  ;®*^  and  (3)  the  value  of  the 
property  located  in  the  State  was,  according  to  the  valuation 
made  by  the  tax  commission  for  Wisconsin  and  by  the  rail- 
road company  for  the  line,  only  25,98  per  cent,  of  the  total 
investment.  The  commission,  using  its  own  methods  of  allo- 
cating common  expenses  to  the  State,  arrived  at  the  conclusion 
that  the  expenses  for  the  State  should  be  reduced  to  $8,639*- 
652,04  or  28,76  per  cent  of  the  total  expenses.®^  Taking  the 
company's  figures  as  a  basis  for  use  with  the  Pennsylvania 
method  for  the  apportionment  of  common  expenses  between  the 
freight  and  passenger  departments  and  the  Wisconsin  Commis- 
sion's apportionment  for  the  use  with  the  Woodlock  method, 
and  dividing  the  common  expenses  according  to  the  principles 
of  allocation  above  explained,  the  results  are  as  follows: 


CHICAGO,   MILWAUKEE  AND  ST.  PAUL  RAILWAY  COMPANY 
EARNINGS  AND  EXPENSES,  STATE  OF  WISCONSIN,  1905. 

I.  Penksyi^vania  Railroad  Company  Method  of  Appoktionment  betwesk 
Freight  and  Passenger. 

FreighL  Fsuiieitffcr.  Totml. 

Eaminga $11, 048, 591. 18=  71 .8ojS  |4,340i48>7-97=^'»^  $15^88*999-15 


Operation 5,836,528,21 

Taxes  &  imcreat**    2,638,193.61 


3.690.80934 

1,970,809.91 


9»SI7.337*SS 
4,609,003.52 


Total  expenses  -  - .    8,464  j2 1.82=  59 ,3s      5,661,619.25=40.7^      14,126,341.07 


Surplus  * . , 2,583,869,36 


-i,32i.2iKa8^» 


1,262,658,08 


*•  Report  of  Commission,  p.  123. 

**/5$tf.j  P*  164. 

•*  lh%d.,  p,  167. 

**  Taxes  are  the  actual  amount  assessed  by  the  State  oC  Wisconsin  and  ai^ 
prorated  to  the  freight  and  passenger  departments  as  other  general  expenses. 
The  interest  allowed  is  six  per  cent  upon  the  cost  of  reproduction  as  deter- 
mined by  the  State  tax  commission  and  is  prorated  the  same  way. 

"*  Deficit 
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II.    Chicago,  Milwaukee  and  St.  Paul  Railway  Company  Method  of 

Apportionment. 

FreiRht  Passenger.  Total. 

Earnings $11,048,591.18  $4,340,407.97  $15,388,999.15 

Operation 6,484,011.31  3.033,326.24  9.5i7»337.55 

Taxes  and  interest    3,307,420.94  1,301,582.58  4»6o9,oo3.52 

Total  expenses...     9,791 ,432.25=69.4J<       4,334,908.82=30.6^^      14,126,341.07 

Surplus 1,257,158.93  5,499.15  1,262,658.08 

III.    Woodlock's  Method  of  Apportionment. 

Freight  Passenger.  TotftL 

Earnings.' $11,048,591.18  $4,340,407.97  $i  5.388,999. 15 

Operation 6,442,096.65  2,197,555.44  8,639,652.09 

Taxes  and  interest    3,307,420.94  1,301,582.58  4,609,003.52 

Total  expenses  . . .     9,749,5i7.59=73.6j<      3,499, I38.02=26.4J(       13.248,655.61 

Surplus 1,299,073.59  841,269.95  2,140,343.54 

IV.    Wisconsin  Railroad  Commission's  Method  of  Apportionment. 

Freight.  Passenger.  Total. 

Earnings $11,048,591.18  $4,340,40797  $15,388,999.15 

Operation 6,506,677.38  2,132,974.66  8,639,652.04 

Taxes  and  interest    3,307,420.94  1,301,582.58  4,609,003.52 

Total  expenses...    9,814,098.32=74.15^      3,434,557.24=25.9J<       13,248,655.56 

Surplus 1,234,492.86  905,850.73  2,140,843.59 

Thus  the  passenger  proportion  of  the  total  expenses,  including 
taxes  and  interest,  varies  from  about  one-fourth,  according  to  the 
methods  employed  by  the  Wisconsin  Commission,  to  slightly 
over  two-fifths  when  the  train  mileage  system  of  the  Penn- 
sylvania Railroad  Company  is  used.  Accordingly,  since  the 
passenger  and  freight  receipts  come  from  separate  sources 
within  the  State  and  in  the  case  of  the  interstate  traffic  have  been 
separated  at  the  State  boundaries  in  a  fairly  satisfactory  man- 
ner, the  surplus  credited  to  the  passenger  and  freight  depart- 
ments varies  with  the  method  of  apportionment  chosen.  Under 
the  train  mileage  system,  the  freight  traffic  appears  extraordi- 
narily profitable  while  the  passenger  service  is  conducted  at  a 
large  annual  loss.  The  method  adopted  by  the  Chicago,  Mil- 
waukee and  St.  Paul  Railway  Company  gives  results  less  at 
variance  with  those  reached  by  using  the  accepted  principles  of 
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cost  accouiiting.  The  freight  service  here  receives  practically 
all  the  profits,  leaving  almost  no  surplus  for  the  passenger 
department.    The  results  reached  by  the  Wisconsin  Commission 

I  are  practically  the  same  as  those  found  by  applying  WoodJock's 
H    method  of  apportionment.     In  either  case,  after  paying  the 

expenses,  including  taxes  and  interest,  assigned  to  the  passenger 
department,  there  is  left,  under  the  three-cent  fare,  a  clear  sur- 
plus over  all  costs  of  a  million  and  a  quarter  dollars  for  the 
freight  service  and  about  nine  hundred  thousand  dollars  for 
the  passenger. 

If  now  we  make  the  final  division  of  expenses,  viz,,  that 
between  the  intrastate  and  the  interstate  traffic,  for  the  pas- 
senger department^  using  the  method^^  adopted  by  the  Wisconsin 
Railroad  Commission^  we  have  the  following  results: 

^  CHICAGO,  MILWAUKEE  AND  ST.  PAUL  RAILWAY  COMPANY, 
^m  Intrastate  Passekcer  EARNmcs  and  Expenses,  1905. 

'  Pcnn.   R-  R. $1,720,34775  $2,243,699.71  —$513,351-96" 

■  C  Mp  &  St  P.  Ry 1,717,9^44                2^423.31 

^  Woodlock    .,,.. *'  i,386,70&40             333i639-35 

,  Wis.  R.  R.  Com '*  1,361,1 1503             3S9f2327^ 

^1  Varying  with  the  methods  adopted  for  the  apportiomnent  of 
^V  the  expenses,  first  among  the  States  and  second  between  the 
^  freight  and  passenger  departments,  and  using  the  gross  earn» 
i       ings  method   for  the  division  of  the  total  passenger  expenses 

■  charged  to  the  State,  it  is  found  that  the  Chicago,  Milwaukee  and 
~    St.  Paul  Railway  Company  is  at  the  one  extreme  losing  over 

one-half   million   dollars   annually   on   its   intrastate  passenger 

II  traffic  and  on  the  other  receiving  a  dear  income  of  over  three 

I^P  '•It  is  impossible  with  the  data  at  our  command  to  prorate  expenses 
^  between  the  intrastate  atid  interstate  passenger  business  according  to  the 
method  suggested  in  the  preceding  pages.  This  could  be  done  by  any  rail- 
road company  or  by  a  railroad  commission  with  the  aid  of  a  staff  of 
accoitntants  familiar  with  railroad  accounting,  but  would  entail  considerable 
expense.  For  the  protection  of  the  owners  of  railway  property  some  such 
method  of  apportionment  must  be  adopted  provided  the  courts  continue  to 
apply  the  cost  theory  as  a  criterion  of  the  reasonableness  of  railway  rates. 
"* 39*^3  per  cent  of  the  expenses  apportioned  to  the  passenger  department 

I  for  the  Stale, 
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hundred  and  fifty  thousand  dollars.  If  the  legislature  orders  a 
reduction  in  the  maximum  passenger  fare  from  three  to  two 
cents  per  mile,  as  it  recently  did,  and  the  case  is  appealed  by  the 
railroads  to  the  courts,  as  it  may  be,  the  decision  of  the  judges 
will  in  reality  be  determined  when  they  choose  among  the  several 
methods  of  apportioning  the  joint  expenses  at  each  step  in  the 
process  of  separation.  If  the  courts  should  accept  the  St.  PaVil's 
apportionment  to  the  State  of  Wisconsin,  the  revenue  train 
mileage  method  of  dividing  common  expenses  between  the  pfeis- 
senger  and  freight  departments,  and  the  Wisconsin  Railroad 
Commission's  plan  of  allocating  joint  passenger  expenses  to 
the  intrastate  traffic,  they  must  necessarily  conclude  that 
the  intrastate  passenger  business  is  now  being  conducted  at  a 
heavy  loss  and  consequently  any  further  reduction  in  rates  by 
State  action  would  be  contrary  to  the  express  provisions  of  the 
fourteenth  amendment  to  the  constitution  of  the  United  States. 
If,  on  the  other  hand,  they  find  that  the  Commission's  method 
of  apportionment  in  each  case  is  based  upon  sound  legal 
economic  and  accounting  principles,  they  would  approve  the 
order  of  the  Commission  reducing  the  maximum  passenger  fare 
for  the  intrastate  traffic  to  two  and  one-half  cents  per  mile,  but 
would  decide  that  the  reduction  made  by  the  legislature  was 
illegal,  since  a  reduction  of  one  cent  per  mile  on  the  assumption 
that  the  traffic  might  not  increase  in  volume®^*  would  lessen  the 
intrastate  revenue  by  $423,035.12,®®  an  amount  considerably 
larger  than  the  surplus  under  the  three-cent  fare. 


VI. 

That  the  justices  of  the  Supreme  Court  of  the  United  States 
appreciated  the  difficulties  inherent  in  the  solution  of  the  prob- 
lem which  the  former  decision  of  that  court  has  imposed  upon 
them,  is  clearly  evidenced  by  the  following  observation  of  Mr. 
Justice  Harlan  in  the  case  of  Smyth  vs.  Ames.  In  the  discus- 
sion concerning  methods  to  be  pursued  in  the  determination  of 

•»35  Federal  Reporter,  881;   169  U.  S.,  528. 

"Report  of  the  Wisconsin  Railroad  Commission  in  the  maximum   pas- 
senger rate  case,  p.  169. 
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the  question  "Has  the  railroad  company  been  deprived  of 
property  without  due  process  of  law  ?"  he  remarked : 

*'What  are  the  considerations  to  which  weight  must  be  given 
when  we  seek  to  ascertain  the  compensation  that  a  railroad 
company  is  entitled  to  receive  and  a  prohibition  upon  the  receiv- 
ing of  which  may  be  fairly  deemed  a  deprivation  by  legislative 
decree  of  property  without  due  process  of  law?  Undoubtedly 
the  question  could  be  more  easily  determined  by  a  commission 
composed  of  persons  whose  special  skill,  observation  and  experi- 
ence qualifies  them  to  so  handle  great  problems  of  transportation 
as  to  do  justice  both  to  the  public  and  to  those  whose  money 
has  been  used  to  constnict  and  maintain  highways  for  the 
convenience  and  benefit  of  the  people;  but  despite  the  difficul- 
ties that  confessedly  attend  the  proposed  solution  of  such 
questions,  the  court  cannot  shrink  from  its  duty  to  determine 
whether  it  be  true  as  alleged  that  the  Nebraska  statute  invades 
or  destroys  rights  secured  by  the  supreme  law  of  the  land/**^ 

The  difficulties  which  the  courts  have  experienced  in  the 
process  of  applying  the  principles  of  constitutional  law  as 
expressed  in  the  fourteenth  amendment  and  interpreted  in  the 
several  cases  in  which  that  part  of  our  fundamental  law  has 
been  applied  where  States  have  attempted  to  fix  railroad  rates, 
are  due  partly  to  the  limitations  under  which  the  courts  work 
and  partly  to  the  character  of  the  problem  which  they  have 
undertaken  to  solve.  The  nature  of  these  difficulties  will  appear 
from  a  consideration  of  the  following  propositions : 

i<  In  the  first  place,  the  courts  are  bound  by  precedents 
that  make  it  necessary,  at  the  present  time  at  least,  to  decide 
cases  brought  before  them  for  judicial  determination  on  the 
basis  of  the  facts  submitted  by  the  opposing  parties  to  the  suit. 
Each  side  of  the  controversy  submits  its  e\ndence,  so  far  as  it 
is  permitted,  and  attempts  to  prevent  the  submission  of  evi- 
dence that  would  tend  to  weaken  its  position.  Consequently, 
when  a  case  is  brought  to  trial  the  success  of  the  opposing  con- 
testants is  somewhat  conditioned  by  their  respective  abilities  in 
getting  their  evidence  before  the  court  in  the  legal  method. 
Facts  well  known  to  both  sides  and  affecting  directly  the  ques- 

"  Smyth  vs.  Ames,  1C9  U,  S.»  527. 
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tion  at  issue  are  often  ruled  out  because  cff  some  n^lect  on 
the  part  of  counsel  to  lay  the  proper  foundation  for  the  evidence 
or  to  submit  it  at  the  proper  time.  Such  technical  methods  of 
procedure,  while  perhaps  necessary  and  desirable  for  the  pre- 
sentation of  cases  before  the  courts,  are  quite  at  variance  with 
the  methods  followed  by  the  railroad  commissions,  having  the 
power  of  individual  initiative  and  direct  investigation  of  the 
facts  and  principles  involved  in  the  case  at  issue.  Compare,  for 
example,  the  methods  and  results  in  the  Nebraska  maximum 
freight  rate  case  with  the  work  of  the  Wisconsin  Railroad  Com- 
mission in  regard  to  passenger  fares.  In  the  former  case  the 
evidence  submitted  by  the  railroads  was  accepted  apparently  at 
its  face  value  without  investigation  or  examination  upon  scien- 
tific or  statistical  grounds.  In  the  latter  case  every  all^ation 
of  the  railroad  company  was  examined  in  the  light  of  the 
principles  and  practices  employed  in  accounting  as  applied  in 
industrial  lines  as  well  as  in  railroad  business.  Particularly 
in  point  was  the  method  of  dealing  with  the  evidence  submitted 
relating  to  the  cost  of  local  as  compared  with  through  traffic 
The  evidence  furnished,  chiefly  by  the  railroad  company,  was  to 
the  effect  that  the  local  traffic  cost  from  ten  to  thirty  per  cent. 
more  than  the  through  traffic.  The  court  stated  that  it  was 
in  doubt  as  to  the  proper  weight  to  be  given  the  testimony,  but 
as  no  evidence  has  been  submitted  by  the  government  tending 
to  controvert  it,  the  court  must  accept  it  as  presented  and 
therefore  hold  that  the  local  freight  would  be  assumed  to  cost 
ten  per  cent,  more  than  the  average  cost  of  traffic.  Further- 
more, in  all  questions  of  this  character,  the  railroad  companies 
have  an  advantage  before  the  courts  of  considerable  importance 
from  the  fact  that  they  alone  possess  the  data  upon  which  scien- 
tific decisions  can  be  based.  To  be  sure  the  courts  have  the 
power  to  summon  both  persons  and  papers,  but  in  cases  involving 
the  consideration  of  such  a  mass  of  statistical  data,  it  is  nothing 
short  of  a  miracle  when  the  attorney  for  the  government  or 
the  witnesses  are  able  to  call  for  the  statistics  or  to  present  the 
facts  that  are  absolutely  necessary  to  controvert  those  presented 
by  the  railroads  and  therefore  to  put  the  case  in  its  true  light 
Consequently,  the  case  of  the  government  is  presented  with  such 
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incompleteness  as  compared  with  that  of  the  railroads  that  the 
court  is  often  forced  to  give  a  decision  directly  opp^>sed  to  that 
which  would  have  been  handed  down  had  the  investigation  been 
made  with  the  thoroughness  and  accuracy  that  is  possible 
through  a  commission.  It  is  entirely  safe  to  say  that  no  busi- 
ness establishment  of  the  size  of  a  modem  railroad  corix>ra- 
tion  could  be  successfully  conducted  if  its  selling  department 
were  obliged  to  depend  in  the  determination  of  its  rate  policy 
upon  evidence  of  the  character  of  that  which  is  usually  the 
basis  of  the  important  decisions  of  our  courts  in  the  railway 
rate  cases. 

2,  Even  though  the  evidence  submitted  were  complete  and  all 
the  facts  bearing  upon  the  case  were  at  the  disposal  of  the 
courts,  in  those  cases  where  the  problem  of  determining  the 
effect  of  a  reduction  of  rates  upon  the  earning  power  of  a 
railroad  company  is  the  question  at  issue,  the  methods  adopted 
have  been  so  at  variance  with  those  employed  in  modern  business 
affairs  that  a  series  of  rational  decisions  was  not  to  have  been 
expected.  Even  the  most  callow  student  of  economic  law 
knows  from  actual  experience  that  except  in  the  most  extraordi- 
nary cases,  a  reduction  of  prices  induces  an  increase  in 
.the  volume  of  the  sales.     The  traffic  official  becomes  with  long 

cperience  a  master  in  the  application  of  this  law  to  the  trans- 
portation of  persons  and  commodities.  When  asked  for  a  reduc- 
tion of  rateSt  his  first  inquiry  is  **How  will  such  a  reduction  affect 
the  traffic?"  The  courts  evidently  appreciated  this  funda- 
mental principle,  but  notwithstanding  this,  have  invariably  held 
tliat  judicial  action  must  be  based  upon  existing  facts.  In  the 
Dey  case  Justice  Brewer,  who  delivered  the  opinion  of  the  court, 
said:  "It  is  said  that  it  cannot  be  determined  in  advance  what 
the  effect  of  a  reduction  of  rates  will  be.  Often  it  increases 
business  and  who  can  say  that  it  will  not  in  the  present  case  so 
increase  the  volume  of  business  as  to  make  it  remunerative 
even  more  so  than  at  present  ?  But  speculations  as  to  the  future 
are  not  guides  for  judicial  action ;  courts  determine  rights  upon 
existing  facts."®*  Ten  years  later  this  method  of  determining 
rights  was  applied  in  the  Nebraska  case.     The  question  was, 

••35  Federal  Reporter,  88l 
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How  shall  the  court,  the  facts  being  at  hand,  determine  the  effect 
of  a  reduction  of  twenty-nine  and  one-half  per  cent,  in  rates  upon 
the  value  of  railroad  property?  The  court  said:  "The  first  and 
most  important  contention  of  the  plaintiff  is  that  if  the  statutes 
had  been  in  force  during  any  one  of  the  three  years  preceding 
its  passage,  the  defendant  company  would  have  been  compelled 
to  use  their  property  for  the  public  substantially  without  reward 
or  without  the  just  compensation  to  which  it  was  entitled.  We 
think  this  mode  of  calculation  for  ascertaining  the  probable 
effect  of  the  Nebraska  statute  upon  the  railway  companies  in 
question  is  one  that  may  be  properly  used."^^ 

The  doctrine  of  the  courts  as  announced  in  the  Dey  case  and 
applied  in  the  Nebraska  maximum  freight  rate  case  was  thus 
not  only  directly  opposed  to  the  most  fundamental  of  economic 
principles  and  to  the  established  practice  of  business  enterprises 
but  was  even  directly  controverted  in  the  brief  of  Mr.  James 
C.  Carter,  one  of  the  leading  counsel  for  the  railroads  in  the 
same  case.  Mr.  Carter  contended  that  the  regulation  of,  rail- 
way rates  by  the  State  was  unnecessary  because  the  railway 
traffic  managers  were  aware  of  the  fact  that  low  rates  induced 
traffic  and  that  the  increased  volume  of  business  more  than 
compensated  for  the  lessened  rate  of  profit  and  that  therefore 
rates  were  always  sure  to  be  kept  close  to  the  cost  of  trans- 
portation. This  fundamental  economic  error  of  the  courts 
accounts  for  a  considerable  portion  of  their  decisions  that  are 
evidently  based  upon  assumptions  that  are  contrary  to  the  judg- 
ment and  experience  of  the  business  world.  A  series  of  reason- 
able decisions  in  such  cases  can  be  expected  only  when  the  courts 
have  learned  to  recognize  the  fact  that  future  economic  results 
can  be  determined  not  on  existing  facts  but  only  on  future 
conditions. 

3.  In  the  third  place,  the  technical  difficulties  involved  in 
the  problem  of  determining  whether  a  reduction  of  rates  will 
prevent  a  fair  return  upon  the  investment  are,  as  has  been  shown 
in  the  preceding  pages,  so  complicated,  if  indeed  not  unsolvable, 
in  the  present  condition  of  railway  finance,  statistics  and 
accounting,  that  experts  differ  widely  in  methods  and  results 
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and  therefore  the  supreme  court,  composed  of  men  trained  in 
the  law,  cannot  be  expected  to  untangle  the  facts  and  apply  the 
proper  principles  and  thus  reach  a  wise  and  equitable  decision. 
No  exception  is  taken  to  the  statement  of  the  principles  of  law 
by  the  courts.  In  every  case  the  justices  seem  to  have  been 
actuated  by  the  highest  ethical  ideals  and  the  keenest  sense  of  tlie 
rights  of  the  contending  parties.  "A  company  is  entitled  to 
demand,''  it  was  said  of  the  San  Diego  case,  *'no  more  than  a 
fair  return  on  the  reasonable  value  of  the  property  at  the  time 
it  is  being  used  for  the  public"  ^^^  and  again,  "The  public  can- 
not properly  be  subjected  to  unreasonable  rates  in  order  simply 
that  stockholders  may  earn  dividends,"^*  Again,  particulady 
in  the  Reagan  cases,  the  doctrine  was  affirmed  that  money  wasted 
in  unwise  construction  or  extravagant  management  could  not 
be  taken  into  consideration  in  the  determination  of  reasonable 
rates.^-  It  is  when  it  comes  to  the  application  of  these  prin- 
ciples to  actual  cases  that  the  judicial  machinery  breaks  down. 
A  good  example  occurs  in  the  Nebraska  case*  It  was  shown  in 
the  evidence  submitted  that  the  schedule  of  rates  fixed  by  the 
legislature  was  on  the  average  twenty-nine  and  one-half  per 
cent,  lower  than  the  published  rates.  The  court  accepted  the 
evidence  and  then  assumed  that  the  gross  earnings  of  the  rail- 
road company  for  the  preceding  year  would  have  been  reduced 
by  the  same  per  cent*  for  the  coming  year  were  the  reduction 
to  stand.  Such  an  assumption  would  be  realized  in  the  fact  only 
when   (i)   no  increase  of  traffic  resulted  from  the  reduction; 

(2)  the  average  was  a  weighted  one  and  the  traffic  continued  to 
flow  in  exactly  the  same  proportions  at  the  various  rates;   and 

(3)  all  goods  were  transported  at  published  rates.  Again 
the  statement  of  the  railroad  company,  showing  the  cost  of 
carrying  the  local  freight,  was  accepted  without  examination. 
Wlien  it  is  remembered  that  it  is  the  practice  of  the  railroad 
companies  to  separate  not  much  over  twenty-five  per  cent,  of 
the  expenses,  and  that  the  remainder  is  arbitrarily  apportioned 
by  the  accountants  of  the  company,  and  further  that  it  is 
always  to  the  interest  of  the  railroad  to  make  it  appear,  when 
rates  are  reduced,  that  the  business  in  the  past  was  not  unduly 
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profitable,  the  results  were  what  might  have  been  expected.  In 
this  case  it  was  shown  by  the  railroad's  statistics  that  a  reduction 
made  by  the  legislature  would  reduce  the  gross  earnings  to  an 
amount  less  than  the  operating  expenses.  The  statute  was 
therefore  declared  illegal.  But  even  though  expenses  could  be 
scientifically  prorated  among  States,  and  between  the  several 
kinds  of  service,  the  courts  would  still  have  to  determine  (i) 
the  total  capital  employed  by  the  railroads  involved,  and  (2) 
the  portion  of  the  capital  that  was  devoted  to  the  several  States 
and  to  each  branch  of  the  business.  The  courts  recognized 
very  early  the  necessity  of  ascertaining  the  value  of  the  property 
of  the  railways  whose  rights  were  threatened  by  a  statutory 
reduction  of  rates,  but  until  the  Nebraska  maximum  freight  rate 
case  none  but  the  most  general  statements  were  made  in  r^^ard 
to  the  basis  of  such  valuation.  In  that  case  a  fairly  compre- 
hensive summary  of  the  factors  to  be  considered  was  made,  as 
follows : 

**In  order  to  ascertain  that  value,  the  original  cost  of  con- 
stniction,  the  amount  expended  in  permanent  improvements, 
the  amount  and  market  value  of  the  bonds  and  stocks,  the 
present  as  compared  with  the  original  cost  of  construction,  the 
probable  earning  capacity  of  the  property  under  the  particular 
rates  prescribed  by  the  statute,  and  the  sum  required  to  meet 
operating  expenses,  are  all  matters  to  be  given  such  weight  as 
may  be  just  and  right  in  each  case.  We  do  not  say  that  there  may 
not  be  other  matters  to  be  regarded  in  estimating  the  value  of 
the  property."''^ 

Even  a  cursory  examination  of  the  above  statement  shows 
that  the  ideas  of  the  court  were  extremely  vague  and  further  that 
it  contains  a  curious  mixture  of  the  "cost  of  construction, 
original,*'  "cost  of  construction,  new"  and  the  "earning  power" 
methods  of  railway  valuation.  Moreover,  it  even  qualifies  the 
above  statement  by  remarking  that  "other  matters"  may  be 
regarded.  It  is,  of  course,  unnecessar>'  to  point  out  that  any 
consideration  of  the  earning  power  under  existing  rates  in 
determining  the  value  of  the  railroad  is  entirely  illogical.  For 
the  earning  power  is  determined  by  its  schedule  of  rates  and 
the  reasonableness  of  this  schedule  is  the  question  before  the 
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court.  Further,  the  court  in  all  the  cases  that  have  been  brought 
before  it  for  adjudication,  where  the  determination  of  the  value 
of  the  property  was  essential  to  a  proper  solution  of  the  ques- 
tion,  has  never  made  the  least  attempt  to  apply  its  principles  of 
valuation  as  outlined  above.  In  fact  a  valuation  worthy  of  the 
name  is  entirely  beyond  the  capacity  or  the  proper  fimctions  of 
a  court.  In  some  of  the  minor  cases  it  may  have  made  use  of 
a  referee,  but  in  all  the  more  important  cases,  the  court  has 
either  taken  the  valuation  of  the  railroad  company  or,  more 
generally,  decided  the  case  without  attempting  any  valuation 
at  ail.  Again,  white  the  courts  have  invariably  held  that  intra- 
state earnings  and  expenses  only^*  may  be  considered  in  deter- 
mining the  validity  of  rates  made  by  State  authorities,  in  no 
case  have  the  judges  even  attempted  to  make  the  separation 
necessitated  by  their  decisions.  To  make  such  a  separation  com- 
plete it  would,  of  course,  be  necessary  to  determine  what  per- 
centage of  the  total  capital  investment  within  the  State  was 
devoted  to  the  use  of  the  intrastate  passenger  business.  Conse- 
quently, even  though  the  courts  were  able  to  follow  out  the  plan 
proposed  in  the  Nebraska  case  and  make  a  valuation,  it  would 
be  still  under  the  necessity  of  apportioning  that  capital  to  the 
several  branches  of  the  service  as  previously  outlined.  The  more 
fully  one  considers  the  technical  difficulties  involved  in  the 
judicial  determination  of  railway  rates  and  the  more  carefully 
one  reviews  the  history  of  past  decisions  upon  this  question,  the 
plainer  it  becomes  that  the  courts  are  unable  to  cope  with  the 
technical  difficulties  that  are  necessarily  encountered,  and  that 
therefore  they  must  hand  over  the  preliminary^  investigation  that 
is  necessary  in  order  to  determine  the  total  investment,  earnings 
and  expenses  and  to  apportion  the  same  on  some  sane  and  safe 
economic  basis,  to  a  commission  made  up  of  experts  in  this 
field;  or  they  must  continue  to  decide  such  cases  with  complacent 
disregard  for  the  principles  which  they  themselves  have  laid 
down.     In  the  interests  of  legitimate  business  as  well  as  those 

abstract  justice  it  is  to  be  hoped  that  they  will  have  the  wisdom 

choose  the  former  course. 

Maurice  H.  Robinson. 

ic  University  of  Illinois. 
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\7^7'ITH  the  recent  appearance  of  the  fourth  volume  of 
^^  "Yale  Biographies  and  Annals,"  by  Professor  Franklin 
Bowditch  Dexter,  is  practically  completed  a  century  of  the  history 
of  Yale  College  and  her  graduates.  The  period  extends  from 
1701  to  1792.  The  first  volume  covers  the  period  from  the 
founding  of  the  College  to  the  granting  of  the  new  charter 
in  1745;  the  second  to  1763,  when  the  attempt  to  make  the 
management  of  the  College  dependent  upon  the  Assembly  ended 
in  defeat;  the  third  with  the  inauguration  of  President  Stiles 
in  1778 ;  the  fourth  in  1792,  when,  in  return  for  certain  pecuniary 
benefits  granted  to  the  College  by  the  State,  the  Governor, 
Lieutenant  Grovernor,  and  six  senior  members  of  the  Upper 
House  were  made  ex-officio  members  of  the  Corporation.  The 
total  number  of  graduates  in  the  classes  1701-91  was  2,015.  F^^ 
a  statistical  study  of  this  nature  it  is  fortunate  that  the  number 
in  each  one  of  the  four  periods  was  about  500.  In  the  first,  it 
was  483;  in  the  second,  505;  in  the  third,  484;  and  in  the 
fourth,  543. 

Aside  from  any  interest  which  might  possibly  be  excited  from 
a  group  study  of  over  two  thousand  graduates  of  the  eighteenth 
century,  a  period  concerning  which  accurate  demographical 
statistics  are  almost  entirely  lacking,  the  principal  value  of  this 
article  lies  in  the  comparisons  which  are  now  made  pK>ssible 
between  the  old  Yale  and  the  new.  The  painstaking  labor  of 
Professor  Dexter  enables  the  statistics  of  the  earlier  classes  to  be 
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studied  in  connection  with  those  of  recent  years  which  have 
appeared  in  the  class  pnblications.  At  the  same  time  it  is  hoped 
that  the  comparison  of  these  two  periods,  separated  by  a  century, 
may  throw  some  light  upon  the  changes  in  manners  and  customs 
in  this  country. 

It  will  be  noticed  that  upon  certain  questions  the  statistics  can 
not  be  furnished  for  all  of  the  graduates.  It  must  be  borne  in 
mind  that  these  volumes  were  not  compiled  for  the  purpose  of 
furnishing  statistical  data.  With  the  appearance  of  the  succes- 
sive volumes  it  became  apparent  that  the  wealth  of  material 
which  they  contained  deserved  statistical  study.  That  they 
would  be  thus  used  was  not^  however,  in  the  mind  of  Professor 
Dexter,  while  these  Annals  were  in  preparation.  It  is.  therefore, 
the  more  remarkable  that  upon  most  of  the  subjects  treated  in 
this  article  the  information  is  so  complete. 

Birth-place  and  Residence.  The  first  question  which  would 
naturally  suggest  itself  in  a  study  of  this  kind  is  the  geographic 
cal  distribution  of  the  homes  from  which  the  students  came. 
For  all  but  thirty-seven  of  the  graduates  an  answer  can  be  given. 
Over  75  per  cent,  of  them  came  from  Connecticut,  and  the  pro- 
portion increased  during  the  century.  During  the  first  period 
it  was  74.2  per  cent*,  and  in  the  last,  Si.g  per  cent  Over  half 
of  the  remainder  came  from  Massachusetts,  and  the  proportion 
from  this  State  was  quite  constant  during  the  entire  period. 
During  the  first  three  periods  the  number  from  Long  Island 
was  more  than  twice  as  great  as  that  from  New  York,  But  it 
must  be  remembered  that  Long  Island  was,  to  a  considerable 
extent,  settled  from  Connecticut,  and  that  the  social  life  of  its 
people  was  probably  more  akin  to  that  of  Connecticut  than  was 
the  case  with  New  York.  None  of  the  graduates  who  came 
from  New  Jersey  entered  the  College  after  the  close  of  the  sec- 
ond period,  and  ten  of  the  thirteen  came  before  1744.  It  is 
probable  that  a  curious  bit  of  local  history  accounts  for  this. 
In  1667  a  party  of  Connecticut  people  under  the  leadership  of 
the  Rev.  Abraham  Pierson  of  Branford,  becoming  disgusted 
with  the  **Christless  rule"  of  the  Colony,  migrated  to  the  banks 
of  the  Passaic  and  founded  Newark,  Seven  of  the  graduates 
of  this  period  came  from  Newark,  and  the  ancestry  of  five  can 
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be  traced  to  Connecticut.  The  presence  of  the  comparatively 
large  number  of  graduates  from  Newark  is  thus  apparently- 
explained.  That  the  College  was  largely  a  local  institution  at 
this  period  is  shown  by  the  fact  that  only  three  students  entered 
from  the  Southern  States.  Aside  from  New  England  and  the 
States  just  enumerated,  Pennsylvania  and  Delaware  alone  remain 
to  be  mentioned  and  from  them  came  but  four  students. 

It  may  be  of  interest  to  note  some  of  the  changes  in  the  regis- 
tration which  have  occurred  during  a  century.  For  this  pur- 
pose the  gec^raphical  distribution  of  the  students  in  r^^lar 
attendance  during  the  college  year  1906-7  has  been  compared 
with  that,  1701-91. 

1701-91.  190^. 

Connecticut    77-0%  36.5% 

Massachusetts   134  5.6 

New  York  4.2  19.7 

In  this  comparison  the  figures  for  Long  Island  are  included 
with  those  for  New  York.  It  is  thus  apparent  that  94.7  per 
cent,  of  the  graduates  came  from  three  States  during  the  earlier 
period,  while  only  61.8  per  cent,  were  from  the  same  States  in 
1906-7.  At  present  Yale  draws  26.2  per  cent,  of  her  students 
from  States  which  were  not  represented  before  1792,  and  2.8 
per  cent,  are  from  foreign  countries. 

In  the  determination  of  the  residence  of  the  graduates  the 
attempt  was  made,  by  a  careful  study  of  each  biography,  to 
select  that  State  in  which  the  principal  life-work  of  the  individual 
was  done.  The  changes  in  many  cases  were  quite  frequent,  but 
ordinarily  there  was  little  difficulty  in  determining  the  principal 
residence.  In  all  but  54  cases  the  residence  can  be  given  with 
reasonable  assurance  of  accuracy.  Connecticut  became  the 
residence  of  62.7  per  cent,  of  the  graduates,  while  Massachu- 
setts followed  with  13.4  per  cent.,  and  New  York  (including 
Long  Island)  with  10.4  per  cent.,  making  for  these  three 
States  a  total  of  86.5  per  cent.  Since  94.7  per  cent,  had  come 
from  these  States  it  is  evident  that  there  had  been  considerable 
migration.  The  number  settling  in  the  other  New  England 
States  exceded  by  seventy-two  the  number  entering  college 
from   them.      A   large   proportion    of    these   were   ministers. 
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Twenty-eight  of  the  graduates  went  to  the  Southern  States. 
The  search  for  health  was  the  impelling  motive  of  much  of  this 
migration.  Of  the  total  number  of  graduates  1,407  or  74.8  per 
cent,  continued  to  make  their  homes  after  graduation  in  the 
same  States  in  which  they  had  been  reared.  There  was,  how- 
ever, a  considerable  movement  from  the  rural  districts  to  the 
cities  of  the  same  State.  This  migration  must  be  considered 
as  from  places  of  lesser  to  those  of  greater  opportunity. 
There  ^  are  always  some  students  from  other  States  who  are 
induced  to  settle  in  Connecticut  by  the  friendships  formed 
while  in  college.  Since  the  number  who  ultimately  settled 
in  Connecticut  was  smaller  by  nearly  300  than  those  who 
entered  college  from  this  State  there  must  have  been  some 
powerful  counter  causes  at  work.  It  is  a  significant  fact 
that  while  the  niunber  of  students  entering  college  from  Con- 
necticut increased  with  each  one  of  the  four  periods,  the 
number  of  graduates  to  settle  there  was  largest  in  the  earliest 
period  and  thereafter  steadily  diminished.  Yet  it  is  to  be 
noticed  that  of  the  States  in  the  North  Atlantic  section,  New 
York  is  the  only  exception  to  the  rule  that  Connecticut  received 
as  resident  a  larger  proportion  of  the  graduates  from  every 
State  than  she  sent  to  them  of  her  own  graduates.  Maine, 
New  Hampshire  and  Vermont  received  many  additions,  for  Yale 
was  sending  forth  more  ministers  than  could  obtain  churches  in 
Connecticut.  During  the  first  two  periods  the  ratio  of  the 
graduates  from  Massachusetts  who  returned  to  their  home  State 
was  to  those  who  settled  in  Connecticut  as  three  to  two,  while 
during  the  last  two  periods  it  was  as  five  to  one.  At  the  same 
time  the  number  of  Connecticut  graduates  who  settled  in  Mas- 
sachusetts increased  during  the  century.  The  relative  advan- 
tage of  opportunity  in  Massachusetts  increased  during  the 
century.  The  same  was  preeminently  the  case  with  New  York. 
Out  of  twenty-three  graduates  after  1745,  who  came  from  this 
State,  twenty-one  returned  to  it  after  graduation.  Connecticut 
sent  but  three  graduates  to  New  York  during  the  first  period, 
while  during  the  last  the  number  increased  to  sixty-eight,  and 
most  of  these  went  to  New  York  City.  From  1778  to  1791  the 
number  sent  by  Connecticut  to  Massachusetts  was  but  thirty-two. 
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while  during  the  previous  period  it  had  been  sixty HDne*  New 
York,  therefore,  was  taking  the  place  of  Massachusetts  as  the 
scene  of  greatest  opportunity.  During  recent  years  aliout  25 
per  cent,  of  the  students  in  the  Academical  Department  have 
come  from  New  York,  while  about  40  per  cent,  of  the  gradu- 
ates have  settled  there.  The  opening  of  the  Middle  West  is 
reflected  in  the  beginning  of  the  migration  to  Ohio  after  1778, 
Recently  the  North  Central  section  has  been  attracting  a  con- 
tinually increasing  proportion  of  the  graduates- 

Occupation  (Table  II).  In  823  cases,  or  almost  exactly  40 
per  cent,  of  the  total  number,  it  has  been  possible  to  determine 
the  occupation  of  the  parents.  The  ministry  with  287  and 
agriculture  with  229  cases  together  account  for  over  60  per 
cent,  of  the  parents  of  known  occupation.  Law,  trade  and  medi- 
cine then  follow  in  order,  aggregating  about  28  per  cent.  It 
is  probable  that  if  the  complete  occupational  statistics  of  the 
parents  could  be  obtained  the  number  engaged  in  agriculture 
would  far  outnumber  any  other  one  group,  and  possibly  be  a 
majority  of  the  whole.  There  are  not  likely  to  be  many  minis* 
ters,  lawyers,  doctors,  or  prominent  public  servants  whose  occu* 
pation  was  not  given,  but  merchants,  cobblers,  tailors,  and^ 
above  all,  farmers  are  likely  to  be  omitted.  A  large  proportion 
of  the  graduates  came  from  the  rural  districts,  where  agricul- 
ture was  the  principal  occupation  of  at  least  nine-tenths  of  the 
male  workers.  It  would  appear  remarkable  that  only  two  per 
cent  of  the  parents  were  reported  as  engaged  in  education,  did 
we  not  realize  that  at  this  early  period  teaching  had  not  yet 
become  a  recognized  profession.  The  number  of  parents  who 
were  ministers  decreased  during  the  century,  while  that  of 
lawyers,  physicians,  traders  and  public  servants  increased.  This 
was  most  noticeable  in  the  case  of  the  physicians.  The  number 
from  1 70 1  to  1762  was  only  one- fourth  as  great  as  that  from 
1763  to  1 79 1,  The  importance  of  this  profession  was  gain- 
ing throughout  the  century.  In  the  early  decades  it  was  united 
in  many  cases  with  that  of  the  minister  or  the  apothecary, 
while  towards  the  close  it  was  recognized  that  this  profession 
was  sufficient  to  demand  the  entire  time  of  a  trained  man< 
mi 
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The  occupational  distribution  of  the  graduates  required  the 
exercise  of  considerable  judgment  It  was  advisable  for  pur- 
poses of  tabulation  that,  if  possible,  but  one  occupation  be 
credited  to  any  graduate.  A  twofold  difficulty  was  here  pre- 
sented. Some  graduates  united  two  or  more  occupations  at 
the  same  time,  while  others  changed  from  one  to  another.  In 
every  case  the  attempt  was  made  to  determine  the  major  employ- 
ment. The  grouping  under  the  head  of  "Trade*'  occasioned  the 
most  difficulty  in  the  former  case.  Many  graduates  owned  the 
village  store  while  engaged  in  farming,  others  were  innkeepers 
and  farmers,  while  others  were  physicians  and  apothecaries. 
On  the  other  hand,  many  graduates  held  a  tutorship  in  the  Col- 
lege while  preparing  for  the  ministry,  or,  after  preparing  for 
one  profession,  failed  at  this,  and  turned  to  another.  Some 
mistakes  have  probably  been  made,  but  all  possible  care  has 
been  taken  to  determine  what  was  the  principal  life-work  of 
every  graduate.  If  errors  have  entered  they  have  been  unbiased, 
and  as  such  will  tend  to  balance  one  another. 

In  225  cases  the  occupation  could  not  be  determined.  In 
most  of  these  instances  the  subsequent  life  of  the  graduate 
could  not  be  followed  or  he  died  so  soon  after  graduation  that 
classification  was  little  better  than  useless.  In  729  cases  or 
36.2  per  cent,  of  the  total  the  ministry  was  selected.  The  num- 
ber in  this  group  was  largest  in  the  first  period  and  steadily 
diminished  during  the  century.  Over  one-half  of  the  graduates 
from  1 701  to  1744  became  ministers  while  from  1778  to  1791 
less  than  one- fourth  entered  the  same  profession*  The  minister 
seems  to  have  been  gradually  losing  the  position  of  commanding 
influence  which  he  had  originally  held  in  the  community,  and 
special  groups  took  the  subsidiary  occupations  of  teaching  and 
healing  which  had  formerly  belonged  to  him,  as  the  only  person 
in  the  small  community  with  a  liberal  education.  The  next 
largest  group  was  the  law  with  346  representatives  or  17.2  per 
cent,  of  the  total-  The  increase  of  the  numbers  of  this  profes- 
sion was  rapid  during  the  century.  In  the  first  period  only  8.7 
per  cent,  of  the  graduates  became  lawyers,  while  in  the  last 
period  the  percentage  was  32.6.  Although  the  graduates  in  the 
ministr}^  outnumbered  those  in  the  law  six  to  one  at  the  first 
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period  they  were  only  three-fourths  as  numerous  during  the 
last  period.  This  numerical  superiority  held  by  the  ministry 
down  to  1777  has  never  been  regained.  The  numbers  'engaged 
in  trade  (230)  and  the  practice  of  medicine  (221)  were  nearly 
equal,  but  the  increase  in  the  former  group  had  been  the  more 
rapid.  Of  the  graduates,  115  became  farmers,  and  of  these 
sixty  were  in  the  two  earliest  periods,  and  fifty-five  in  the  two 
latest.  The  number  was  therefore  quite  constant.  At  this 
period  no  railroads  had  been  built  and  the  competition  of  the  food 
supplies  from  the  Middle  West  had  not  lowered  the  profits  of 
New  England's  agriculture.  The  number  to  adopt  teaching 
as  a  profession  (67)  had  materially  increased,  for  while  the 
number  in  this  group  was  but  twenty-six  from  1701  to  1762,  it 
had  become  forty-one  from  1763  to  1791.  Although  a  con- 
siderable number  of  graduates  taught  while  they  were  fitting 
themselves  for  some  other  profession,  those  who  made  of  edu- 
cation a  life-work  were  not  niunerous. 

For  the  purpose  of  comparison  it  has  been  decided  to  introduce 
at  this  point  the  occupational  statistics  published  in  the  Yale 
Alumni  Weekly  of  June  19,  1907,  by  R.  M.  Byrnes.  These 
cover  the  records  of  the  classes  1867-86  and  since  they  were  all 
taken  twenty  years  after  graduation  the  future  changes  in  occu- 
pation should  be  but  slight. 

Proportion  of  Yale  Graduates  Entering  Different  Occupations. 

1 701-91.  1867-86. 

Ministry    36%  8% 

Law    17  35 

Medicine    11  9 

Manufacture    i  7 

Trade    12  8 

Education  3  12 

Miscellaneous  and  unknown 20  21 

This  table  but  accentuates  the  change  that  had  been  noted 
during  the  eighteenth  century.  The  law  has  increased  the  lead 
it  had  obtained  in  the  fourth  period.  Medicine  and  trade  have 
remained  most  nearly  constant.  Education,  from  a  position  next 
to  the  lowest  in  the  earlier  column,  has  now  advanced  to  next 
to  the  first  place.  It  is  now  a  recognized  profession  requiring 
special  training,  and  one  which  appeals  to  an  increasing  num- 
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ber  of  college  men.  The  growth  in  the  number  of  men  entering 
manufacture  is,  perhaps,  but  a  reflection  of  the  increasing 
importance  and  complexity  of  our  industrial  life.  Side  by  side 
with  the  rapid  increase  in  these  professions  is  the  falling  of? 
in  the  proportion  entering  the  ministry*  The  figures  for  the 
eighteenth  century  noted  the  direction  of  the  change,  but  this 
comparison  makes  apparent  its  extent. 

It  was  stated  on  a  previous  page  that  in  823  cases  the  occupa- 
tion of  the  fathers  was  known.  In  312  cases  the  graduates 
adopted  the  profession  of  the  parents.  In  the  case  of  the  min- 
istry, law,  medicine,  trade  and  agriculture  the  cases  are  perhaps 
numerous  enough  to  warrant  carrying  the  comparison  farther. 
In  those  cases  in  which  the  occupation  of  the  father  was  given 
the  proportion  of  graduates  to  enter  the  same  profession  was  as 
follows : 

Ministry    , ...*.., 41-5% 

Law    ...,,.. S3-8 

Medicine    , * 45-3 

Trade , , .  * , .  50.7 

Agriculture *  27,5 

The  law  and  trade  appear  to  be  preeminently  those  occupa- 
tions in  which  the  sons  follow  the  fathers.  In  both  of  these  there 
is  a  considerable  investment  of  good  will  The  lawyer  with 
extensive  practice  has  a  clientele  which  he  hopes  to  turn  over  to 
his  son,  while  the  graduate  also  finds  it  of  advantage  to  take 
up  a  business  which  his  father  has  built  up  for  him.  The 
advantages  of  the  law  and  business  may  appeal  to  other  gradu- 
ates to  entice  them  into  these  professions,  but  to  none  so  strongly 
as  to  those  whose  business  connections  are  in  a  way  hereditary. 
The  same  is  of  course  true,  to  a  considerable  degree,  with  respect 
to  medicine,  but  since  the  chance  of  amassing  large  wealth  or 
obtaining  political  preferment  may  have  appeared  greater  in 
law  or  business,  physicians  may  have  persuaded  their  sons  to 
follow  some  other  profession  than  their  own.  With  the  min- 
istry the  case  was  different.  Aside  from  rare  instances  in  which 
the  graduate  was  possessed  of  a  name  eminent  in  theology  there 
was  little  advantage  for  the  son  of  a  minister  over  one  of  any 
other  occupation.     It  was  very  exceptional  for  a  son  to  follow 
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his  father  in  a  pastorate.  Therefore,  although  the  ministry 
attracted  more  graduates  twice  over  than  any  other  of  the 
liberal  professions  during  this  period,  the  tendency  to  make  it 
hereditary  was  the  weakest.  Only  about  a  fourth  of  the  gradu- 
ates whose  fathers  were  farmers  followed  the  same  occupation. 
It  was  doubtless  felt  that  to  become  a  successful  farmer  did  not 
require  a  college  education.  In  many  cases  where  the  family 
was  large  it  was  impossible  to  provide  for  all  the  sons  on  the 
farm,  and  one  or  more  of  them  came  to  college  to  be  fitted  for 
some  other  occupation.  In  the  rural  districts,  where  most  of 
these  farms  were  situated,  the  minister  was  a  person  of  great 
influence,  and  it  is  not  surprising  to  find  that  more  of  the  grad- 
uates entered  this  profession  than  any  other.  In  many  cases 
it  is  stated  that  physical  weakness  was  the  leading  motive  for 
the  sending  of  a  farmer's  son  to  Yale.  It  was  felt  that  he  was  not 
strong  enough  to  take  up  severe  farm  work,  but  might  be  suc- 
cessful in  some  other  occupation.  There  is  one  grave  lack  in 
this  study  of  the  hereditary  nature  of  occupations.  We  are  able 
to  include  only  those  sons  who  gp-aduated  from  Yale.  It  would 
have  been  better  to  include  all  the  sons,  but,  from  the  nature 
of  the  volumes,  this  was  of  course  out  of  the  question. 

In  the  elaborate  and  carefully  edited  Decennial  Record  of  •the 
Class  of  1896,  Yale  College,  compiled  by  Clarence  S.  Day,  Jr., 
is  a  statistical  table  (p.  820)  which  may  well  be  introduced  here. 
The  object  is  to  compare,  between  these  widely  separated  periods, 
the  proportion  of  graduates  who  follow  the  profession  of  their 
fathers. 

170X-91.  1896. 

Ministry    41%  14% 

Law    54  64 

Medicine    43  30 

Business    51  34 

We  find  the  order  of  the  professions  with  respect  to  this 
hereditary  tendency  unchanged.  The  law  still  leads,  followed 
by  business,  medicine  and  the  ministry.  What  was  said  with 
regard  to  the  conditions  in  the  eighteenth  century  is  evidently 
true  to-day. 

Marriage,  Of  a  total  of  2,015  graduates  there  is  absolute 
proof  that  1,679  or  83.3  per  cent  married,  while  169  or  8w4 
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per  cent,  died  bachelors.  In  167  cases  or  8,3  per  cent,  of  the 
total  it  was  impossible  to  trace  the  subsequent  careers  with 
sufficient  fullness  to  be  certain  upon  this  point.  It  would  prob- 
ably not  be  far  from  the  truth  to  say  that  go  per  cent,  married 
and  ten  per  cent,  remained  pennanently  single.  The  propor- 
tion of  married  in  the  occupations  with  over  a  hundred  repre- 
sentatives was  as  follows: 

Ministry    ,,,,,.,,., ,  •  90  S% 

I^w     ,,, ,..,, 91.3 

Medicine , . . , , , . , ,  85,5 

Trade ...,..,..„.,  86.5 

Agriculture , . , , .  92^ 

The  complete  statistics  upon  this  point  are  here  g^ven. 
CdKjUGAL  Condition  op  Yale  Geaduates,  i  701 -91* 

Mimstry 31  660  38  739 

Law    , 20  316  10  346 

Medicine  .,.,........,..,.18  189  I4  331 

Manufacture    i j  i  14 

Trade .,..,...,..     18  199  15  230 

Public  Service  ,. .--4  36  40 

Agriculture 3  106  6  irs 

Education • .     15  45  7  67 

Miscellaneotis 8  17  3  28 

Unknown    ......,,*. 52  9S  75  325 

Total    ...»  x6g  1,679  ^67  2^15 

The  ministry,  law  and  agriculture  are  the  three  occupations 
in  which  the  proportion  of  married  is  greatest,  while  medicine 
and  trade  are  a  trifle  lower.  To  fulfill  his  social  and  parish 
duties  a  wife  is  very  essential  to  a  ministetp  and  the  life  of  a 
bachelor  on  a  farm  is  necessarily  lonely,  but  it  is  difficult  to 
see  why  the  proportion  of  married  among  lawyers  should  be 
higher  than  among  physicians  or  merchants.  In  the  study  of 
the  classes  1867-86,  to  which  reference  has  already  been  made, 
it  was  found  that  61.4  per  cent  of  the  graduates  had  married 
witliin  twenty  years  after  graduation.  This  is  much  lower  than 
the  percentage  at  the  earlier  period,  but  it  is  necessary  to  bear 
in  mind  that  the  earlier  statistics  were  collected  after  the  death 
of  the  graduates,  while  many  years  of  life  yet  remained  for  the 
later  group.    To  bring  these  more  nearly  to  a  basis  of  equali^ 
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it  is  necessary  to  determine  how  many  of  the  graduates  from 
1 70 1  to  1 79 1  married  for  the  first  time  after  being  out  of  col- 
lege more  than  twenty  years.  This  amounted  to  about  2.5  per 
cent.  If  we  add  this  to  the  percentage  for  the  g^duates  1867- 
86  to  marry  we  have  63.9  per  cent.  But  the  period  required 
for  professional  training  is  now  much  longer  than  it  was  in  the 
eighteenth  century,  so  that  a  larger  proportion  may  defer  mar- 
riage to  a  later  date.  When  due  allowance  has  been  made  for 
this  it  is  probable  that  not  more  than  70  per  cent,  at  present 
marry,  compared  to  at  least  85  per  cent,  for  the  group  here 
under  consideration.  The  proportion  of  married  for  the  classes 
1867-86  was  also  computed  by  occupational  groups. 

Profostion  of  Yale  Graduates  to  Marry. 

1701-91.  i86^M. 

Ministry   90.5%  70% 

Law    91.3  57 

Medicine    .  *. 85.5  59 

Trade    86.5  42 

The  order  here  is  somewhat  changed.  As  we  should  expect, 
the  ministry  is  in  the  lead.  The  law,  which  was  highest  at 
first,  is  now  next  to  the  lowest.  Trade  has  dropped  to  last 
place,  while  medicine  has  moved  up  to  next  to  the  highest.  Too 
much  weight  should  not  be  placed  upon  the  exact  order  of  these 
percentages,  but  the  point  to  be  borne  in  mind  is  that  the 
proportion  to  remain  permanently  single  is  now  much  greater 
than  it  was  a  century  ago. 

There  are  169  graduates  of  whom  the  records  definitely  state 
that  they  died  single.  It  is  of  interest  to  know  how  many  of 
these  died  young  and  how  many  reached  advanced  age.  Their 
ages  at  death  were  as  follows. 

Under  20    11 

20H24    54 

25-29    43 

30-34    12 

35-39    12 

40-49    II 

50  and  over    26 

Total    169 

We  see  that  108  out  of  169  to  die  bachelors  were  under  30 
at  death.    It  is,  of  course,  impossible  to  state  how  many  of  these 
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would  have  remained  single,  had  their  lives  been  spared  for 
a  considerable  length  of  time,  but  the  fact  of  their  early  age  at 
death  removes  a  large  proportion  of  the  unmarried,  and  makes 
the  preponderance  of  the  married  still  more  striking. 
Age  at  Marriage  of  Yale  Graduates,  1701-91. 

50  and       Age 
Under  ao.    30-34.         25-99.  3»-34.       35-39.       40il9.  o^*'*  Unknown.      Total. 

Ministry    4        no  269  81  28  8  160  660 

Law    5         75  107  38  II  6  i         7Z  3i^ 

.Medicine   2         41  61  21  9  3  52  i8p 

Manufacture    3  4  i  i  2  2  13 

Trade    2         62  59  27  7  4  38  199 

Public  Service   ....                8  16  4  8  36 

Agriculture    2         38  27  8  6  2  23  106 

Education  5  11  10  6  S  1  7  45 

Miscellaneous    7  5  i  4  17 

Unknown    3         23  28  8  4  32  98 


Total    18       372       587        198       72       30       3       399     1,679 

The  question  to  naturally  follow  the  discussion  of  its  prob- 
ability is  the  age  at  marriage.  An  answer  to  this  can  be  g^ven 
for  all  but  399  of  1,679  cases.  In  every  instance  the  age  at 
the  first  marriage  is  given,  and,  if  the  graduate  subsequently 
married  one  or  more  times,  no  record  was  made  of  it  in  this  table. 
The  mode  was  from  twenty-five  to  twenty-nine  inclusive,  and 
more  marriages  occurred  in  the  twenty-seventh  than  any  other 
one  year.  The  quinquennial  age  group,  20-24,  was  second  with 
nearly  twice  as  many  marriages  as  the  group  30-34,  which  was 
next  in  order.  For  every  occupational  group  except  trade, 
agriculture  and  miscellaneous  the  period  of  greatest  frequency 
was  25-29,  while  for  these  three  classes  it  came  from  20  to  24. 
Education  was  the  only  group  in  which  the  numbers  from  30 
to  34  exceeded  those  from  20  to  24. 

For  the  purpose  of  comparison  there  is  introduced  at  this 
point  the  proportion  of  bachelors  marrying  in  certain  age  groups 
for  the  State  of  Massachusetts  in  1901. 

Yale  Graduates     Maaaachusetta 
1701-91.  1901. 

Under  20    1.4%  1.9% 

20-24    29.1  36.5 

25-^    45.9  37.9 

30-34    15.5  15.5 

35-39    5-6  5.6 

40-49    2.3  2.5 

50  and  over    0.2  0.1 
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At  first  glance  it  would  appear  that  since  the  proportion  to . 
marry  in  the  earlier  age  groups  was  larger  in  the  column  for 
Massachusetts,  it  might  be  concluded  that  the  tendency  to  post- 
pone marriage  was  not  so  great  as  it  had  been  in  the  eighteenth 
century.  But  the  dangerous  attempt  is  here  made  to  compare 
two  quantities  which  are  not  in  all  respects  similar.  The  Yale 
graduates  are  a  selected  group,  since  three-fourths  of  them 
belong  to  the  professional  classes.  In  the  figures  for  Massa- 
chusetts all  bachelors  are  included.  In  England  in  1884  the 
average  age  at  marriage  of  bachelors  in  the  professional  classes 
was  five  years  greater  than  that  of  the  total  bachelors  in  the 
kingdom  to  marry.  There  was  a  difference  of  at  least  three 
years  between  these  groups  for  Massachusetts  in  the  latter  part 
of  the  nineteenth  century.  If  this  correction  should  be  made  in 
the  table  for  Massachusetts,  it  would  be  found  that  a  larger  pro- 
portion of  professional  men  at  present  deferred  marriage  to 
higher  age  groups  than  was  the  case  with  the  Yale  graduates  of 
the  period  under  consideration. 

Another  light  in  which  to  view  the  same  question  is  to  com- 
pare the  average  age  at  marriage  of  the  graduates  in  the 
eighteenth  with  that  of  certain  College  classes  in  the  latter  part 
of  the  nineteenth  century.  In  computing  the  average  for  the 
classes  1701-91  the  following  plan  was  adopted.  The  siun  was 
taken  of  the  exact  ages  of  those  marrying  under  20,  and  40 
and  over.  In  each  of  the  quinquennial  groups  all  of  the  gradu- 
ates in  any  one  group  are  assumed  to  be  at  an  age  half  way 
through  the  group.  Thus  all  those  from  25  to  29  were  taken 
at  27.5  years.  This  assumes  the  number  of  graduates  in  each 
group  to  be  approximately  the  same  on  either  side  of  this 
arbitrary  line.  This  is  roughly  the  case  with  the  age  group 
25-29,  where  the  peak  of  the  frequency  curve  is  almost  identical 
with  this  standard.  As  the  curve  slopes  from  this  center  the 
arbitrary  average  is  too  low  for  the  group  20-24  and  too  high 
for  the  groups  30-34  and  35-39.  But  the  numbers  on  each  side 
of  the  group  25-29  lacked  only  two  of  being  exactly  equal,  and 
it  was  hoped  that  the  errors  would  balance.  A  trial  was  made 
of  one  of  the  larger  occupational  groups,  taking  one  average 
by  adding  the  ages  at  marriage  of  all  within  the  group,  and 


^ 
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another  by  the  shorter  method  outlined  above.  The  difference 
between  the  two  averages  was  less  than  half  a  month.  From 
the  statistical  study  of  the  classes  1867-86  were  taken  the  cor- 
responding averages. 

AvESAGE  Age  at  Masriage  of  Yale  Graduates. 

Ministry    ......... < ...^,*  ^J^  29^1 

Law    * - . .  27.5  3a3 

Medidne  ,«......,..*.*.««*.«•**.  27.7  3IJ 

Trade ...*.»..» 27.1  39,0 

Agriculture 26,6 

Total ..    37.7  59.9 

During  the  nineteenth  century  the  average  age  at  marriage 
for  Yale  graduates  has  increased  at  least  2.2  years.  It  must 
be  borne  in  mind  that  the  figures  for  the  classes  1867-86  were 
taken  after  they  had  been  graduated  twenty  years.  Some  will 
marry  after  this  period.  If  we  assume  that  to  every  100  gradu- 
ates to  marry  before  they  have  been  out  of  college  for  twenty 
years  there  are  three  to  marry  after  this  time,  and  that  the 
average  age  at  marriage  for  these  three  is  45  years,  the  average 
age  at  marriage  will  become  30.3  instead  of  29.9  years.  In  both 
respects  this  is  a  conservative  estimate.  It  seems  therefore  safe 
to  affirm  that  the  average  age  at  marriage  is  at  least  two  and  a 
half  years  greater  than  it  was  during  the  eighteenth  century. 

The  differences  in  the  average  age  at  marriage  of  the  various 
occupational  groups  of  the  classes  1 701 -91  is  very  small.  For 
agriculture  the  age  was  the  lowest*  There  was  no  long  and 
expensive  professional  training  to  be  completed  before  the 
graduate  could  become  self-supporting.  The  same  is  true  for 
a  merchant,  and  the  age  in  this  group  is  the  lowest  of  any 
included  in  both  colimins.  In  law  and  medicine  the  increase 
has  been  the  greatest,  and  in  both  of  these  professions  the 
period  to  elapse  after  obtaining  an  academical  degree  before 
professional  training  has  been  completed  and  the  young  gradu- 
ate become  self-supporting  is  not  only  long  but  continually 
increasing.  In  a  great  many  instances  during  the  earlier  period 
the  candidates  for  the  ministry  taught  for  several  years  while 
completing  their  theological  training.  They  must  then  be  set- 
tled over  a  church,  and  marriage  was  deferred  until  shortly 
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after  ordination.  This  was  probably  responsible  for  the  high 
average  age  at  this  time.  The  increase  in  the  length  of  time 
required  to  prepare  for  the  law  or  medicine  has  undoubtedly 
been  greater  during  the  nineteenth  century  than  is  the  case  with 
the  ministry.  The  minister  feels  strongly  the  advantages  of 
a  wife  to  assist  him  in  his  parish  work,  and  the  provision  of  a 
fixed  salary  with  parsonage  soon  after  leaving  the  professional 
school  is  an  incentive  to  early  matrimony  which  is  lacking  in 
the  case  of  the  young  lawyer  or  physician  just  starting  in 
practice. 

Since  it  was  found  that  there  had  been  a  considerable  increase 
in  the  average  age  at  marriage  of  the  graduates  of  1867-86 
over  those  of  the  eighteenth  century,  it  was  thought  advisable 
to  determine  whether  there  was  any  sign  of  this  change  during 
the  earlier  century.  Therefore  the  average  was  computed  for 
two  periods,  1701-62  and  1763-91.  This  was  felt  to  be  better 
than  to  make  four  divisions,  since  a  much  larger  number  of 
cases  would  thus  be  included  in  each  group.  At  the  same  time 
a  similar  computation  was  made  for  the  three  large  occupational 
groups  of  the  ministry,  law  and  medicine.  This  was  done  since 
the  proportion  to  the  total  of  these  professions  was  quite  differ- 
ent in  the  earlier  than  in  the  latter  half  of  the  century. 

Average  Age  of  Mabriage  of  Yale  Graduates. 

I70i-6a.  17^-91- 

Ministry    27.3  29.0 

Law    26.5  27.8 

Medicine  27.2  28.0 

Total    27.1  28.3 

We  now  see  that  this  change  had  already  begun  during  the 
eighteenth  century,  and  the  marriages  had  been  deferred  1.2 
years.  The  order  of  the  three  selected  professions  was  the  same 
at  both  periods,  the  ministry  being  the  highest,  followed  in  order 
by  medicine  and  law.  In  fact,  by  the  close  of  the  century  the 
ministry  had  reached  the  point  which  it  holds  at  present. 

The  attempt  was  made  to  determine  the  effect  of  the  War 
of  Independence  to  postpone  marriages  during  the  period  of 
hostility,  but  it  was  soon  seen  that  the  cases  were  too  few  to 
permit  the  successful  study  of  this  question. 
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On  account  of  lack  of  sufficient  data  it  is  impossible  to  deter- 
mine the  age  at  marriage  of  the  wives  of  the  graduates.  It 
seems,  however,  to  have  been  quite  low,  and  there  are  five 
cases  in  which  they  were  only  14  years  of  age  when  married. 

The  remaining  question  to  be  discussed  under  this  topic  is 
the  extent  of  remarriage  among  the  graduates,  and  their  wives. 
A  word  of  explanation  of  the  following  table  is  perhaps 
required.  The  figures  arranged  in  horizontal  lines  across  the 
table  give  the  number  of  wives  of  graduates  who  contracted  a 
certain  number  of  marriages.  Thus  those  graduates  who  were 
married  three  times  and  three  only  had  174  wives.  There  were 
thus  fifty-eight  graduates  in  this  division.  Two  graduates 
married  five  times  each.  In  both  of  these  cases  the  first  wife 
was  a  maid  and  the  other  four  were  widows. 

Number  of  Makriages  Contracted  by  1,679  Yale  Graduates,  1701-91. 

Number  of  women  mar*  Number  of  times  wives  married, 

ried  by  graduates.  i.  a.  3.  4.  Total. 

1  1,120  131  16  I  1,268 

2  578      98      8  684 

3  142       30       2  174 

4  31        5  36 

528  10 

Total  1,873  272  26  I  2,172 

1,679  graduates  were  married  2,172  times.  About  75  per 
cent,  of  the  husbands  were  married  but  once,  while  of  the  wives, 
86.2  per  cent,  contracted  but  one  marriage.  At  this  point  is 
introduced  a  table  showing  the  proportion  of  marriages  of  the 
graduates  and  their  wives  by  order  of  marriage  and  similar 
figures  for  the  marriages  which  were  celebrated  in  Connecticut 
in  1901.  This  second  set  of  figures  is  introduced  from  lack 
of  a  better,  as  it  is  doubtful  if  a  table  of  this  kind  has  ever  been 
drawn  up  for  the  Yale  graduates  of  a  large  number  of  classes 
in  the  nineteenth  century. 

Males.  Females. 

Yale,  I70I-9I*  Ct.,  1901.  Yale,  1701-91.  Ct.,  1901. 

First  marriage   77-3%  87.1%  86.2%  90.0% 

Second  marriage    18.9  11.7  12.5  9.5 

Third  marriage    3.2  i.i  1.2  0.5 

Fourth  marriage    0.5  ai  as 

Fifth  marriage  0.1  o.oi 

Sixth  marriage  0.01 
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The  proportion  of  first  to  total  marriages  is  much  smaller 
among  the  graduates  than  their  wives.  To  the  widower  a 
second  wife  is  in  many  cases  essential  to  care  for  the  young 
children  which  have  been  left  to  him.  The  striking  fact  of  the 
table  is,  however,  the  decrease  in  the  proportion  of  remarriages. 
The  proportion  of  Yale  graduates  to  marry  three  or  more  times 
was  over  three  times  as  great  as  that  for  Connecticut  males, 
while  the  ratio  between  the  females  was  nearly  as  great  The 
increase  in  the  length  of  life  during  the  nineteenth  century  has 
made  the  husband  or  wife  older  at  the  death  of  the  consort  If, 
instead  of  the  total  figures  for  Connecticut,  it  had  been  possible 
to  substitute  those  for  the  graduates  of  the  College  in  the  middle 
of  the  nineteenth  century,  it  is  probable  that  the  change  would 
have  been  greater,  for  the  average  age  at  marriage  of  the 
graduates  is  higher  than  that  of  the  total  population,  and  there- 
fore there  would  have  been  fewer  widowed  in  the  early  ages. 
To  offset  this  it  must  be  remembered  that  Connecticut  has  an 
increasing  population  and  this  would  naturally  make  the  pro- 
portion of  first  marriages  larger.  It  is,  however,  safe  to  say 
that  remarriage  was  more  frequent  among  the  professional 
classes  a  century  ago  than  it  is  at  present. 

Fecundity,  So  much  is  heard  at  present  about  "race  suicide'* 
or  the  small  number  of  children  among  the  upper  classes  in  this 
country  that  a  study  of  the  size  of  families  of  the  Yale  gradu- 
ates under  consideration  cannot  fail  to  be  of  interest.  Table 
III  gives  for  each  profession  the  number  of  graduates  arranged 
according  to  the  number  of  children  born  to  each.  In  150  cases 
the  size  of  family  could  not  be  determined,  but  in  a  consider- 
able proportion  of  these  the  record  states  that  the  graduate 
died  "leaving  a  large  family**  or  words  of  like  import,  so  that 
it  is  not  likely  that  the  average  would  be  much  lowered  if  the 
exact  figures  were  to  be  obtained.  Wherever  possible  the  total 
number  of  children  born  was  determined,  but  in  some  cases  the 
record  gave  only  the  number  who  survived  the  father.  It  is 
therefore  likely  that  the  average  given  will  understate,  rather 
than  exaggerate,  the  number  of  children  born  per  married 
graduate. 
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There  were  more  families  of  seven  than  of  any  other  size. 
The  number  of  cases  of  two  and  five  children  are  the  only  ones 
to  break  the  steady  rise  of  the  frequency  curve.     It  is  possible 
that  the  small  number  of  cases  under  consideration  is  responsible 
for  these  two  changes  in  direction.     There  are  but  69  cases 
in  which  the  marriages  are  recorded  as  childless.     That  all  of 
the  marriages  with  the  exception  of  four  per  cent,  should  have 
been  blessed  with  issue  is  indeed  remarkable.     For  the  ministry, 
law  and  trade  the  largest  number  of  families  had  seven  children; 
for  medicine,  six;    for  public  service,  five;    while  for  ag^cul- 
ture  there  was  an  equal  number  of  three  and  seven;   and  for 
education,  with  eight  and  nine.     There  were  altogether  fifteen 
cases  of  fourteen  children  per  family,  four  of  fifteen,  one  of 
sixteen,  four  of  seventeen,  two  of  eighteen,  and  one  of  nineteen. 
The  number  of  children  born  of  the  1,529  graduates  of  whom 
information   upon   this   point    was   given   was   8,782,    or   an 
average  of  5.7  per  married  graduate.     If  the  Yale  graduates 
can  be  considered  as  representative  of  the  professional  classes 
at  this  period,  there  was  no  race  suicide  in  the  eighteenth  century, 
for  the  size  of  families  among  the  rest  of  the  population  was 
probably  at  least  as  high  as  among  this  select  group. 

To  determine  whether  there  were  grave  differences  among 
the  occupational  groups  upon  this  point,  the  averages  have  been 
calculated  for  the  ministry,  law,  medicine,  trade  and  agriculture. 
There  were  not  enough  cases  in  the  other  groups  to  warrant  the 
same  computation. 

Average  Number  of  Children  per  Family. 

Ministry  6.2 

Law  5.5       . 

Medicine 5.3 

Trade   S7 

Agriculture  6.1 

The  proverbially  large  families  of  ministers  seems  justified  by 
this  table,  and  yet  they  married  the  latest  of  any  of  these  groups. 
Aside  from  this  class  the  groups  follow  the  order  we  should 
expect:  agriculture  with  the  largest  families  has  the  earliest 
age  at  marriage,  while  the  physicians  with  the  smallest  families 
marry  latest.     But  fecundity  is  a  function  of  many  variables, 
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and  so  many  considerations,  aside  from  age  at  marriage,  enter 
to  determine  the  size  of  family,  that  it  is  useless  to  conjecture 
as  to  causes.  If  the  number  of  cases  were  large  enough  to  make 
possible  a  further  division  of  the  occupational  groups  by  age  of 
the  mother  at  marriage^  and  the  duration  of  the  marriage,  more 

Ih  might  possibly  be  learned,  but  this  is  impossible. 

jM  For  the  classes  1 86 7-86  the  feciuidity  was  computed  and  these 
figures  will  be  given.  To  make  comparison  more  convenient, 
tlie  figures  for  the  earlier  period  are  repeated. 

MioiBtry    *♦«..,»*,. * , 6^  2,2 

I               Law    ,\ SS  a.0 

I               Medicine  .....>... ^,%  1.7 

Trade 57  17 

Total    - S7  ^0 

The  difference  in  fecundity  between  these  two  periods  is 

striking.     It  must  be  borne  in  mind,  howeverp  that  all  of  the 

children  are  not  yet  bom  before  the  fathers  have  been  twenty 

»       years  graduated.     The  extent  of  this  omission  it  is  impossible 

H  to  determine,  but  from  an  intensive  Study  of  one  of  the  early 

"  classes  in  this  group  it  is  probably  close  to  15  per  cent     This 

would  increase  the  average  of  the  later  group  to  about  2*3* 

This  still  leaves  the  family  of  the  graduate  of  the  latter  part  of 

the  nineteenth  century  less  than  one-half  the  size  of  that  of 

^m  the  graduate  of  the  eighteenth, 

B  During  the  past  four  years  statistics  of  a  similar  nature  have 
been  gathered  for  the  parents  of  over  800  students  in  one  of  the 
courses  in  Yale  College.  The  average  number  of  births  in  the 
^families  to  which  these  students  belong  was  3.7.  This  is  of 
^B  course  too  high  for  a  general  average,  since  no  families  are 
■  included  in  which  at  least  one  son  did  not  reach  his  twentieth 
^^  year. 

L  Mortality.     It  is  necessaiy  to  do  little  more  under  this  head 

H  than  reproduce  the  results  of  tlie  work  of  Professor  H.  A. 
H  Newton,  which  was  included  in  the  appendices  to  Vols.  I  and  XI 
"  of  the  "Annals,"  and  of  Dr.  J.  M.  Gaines  in  Vols.  Ill  and  IV, 
The  question  under  consideration  was  whether  the  duration  of 

28 


422  Yale  Review.  [Febu 

life  among  the  graduates  of  this  period  was  greater  or  less  than 
that  at  present  in  this  country.  For  comparison  the  "American 
Table"  was  used.  It  will  be  noticed  that  the  total  of  actual 
deaths  is  given  as  1,980.  There  were  thirty-five  graduates  of 
whom  the  age  at  death  could  not  be  determined. 

Expected  deaths  by       Ratio  of  actual  to 
Ages.  Actual  deaths.  Ainerican  Table.  expected  deaths. 

IS-25 109  73A)  148% 

26-35 179  149.80  119 

36-45 200  1S&67  ia6 

46-55 247  199.82  124 

56-65 332  3oa82  108 

66-75 403  468.11  86 

76-cnd. 510  746.09  68 

Total 1,980  2,104.71  94 

The  second  column  contains  the  number  of  deaths  at  the 
corresponding  ages  in  the  first  column.  The  third  column  gives 
the  number  of  deaths  that  might  have  been  expected  according  to 
the  American  Table,  and  the  fourth  the  proportion  which  the 
second  column  bears  to  the  third. 

The  fourth  is  possibly  the  column  of  greatest  interest  as  it 
gives  the  ratio  of  actual  to  expected  mortality.  Since  there  was 
an  improvement  in  conditions  throughout  the  country,  this 
column  is  given  for  each  one  of  the  periods. 

Ratio  of  Actual  to  Expected  Mortality. 

Ages.  1701-44-  17456a.  1763-77.  I77»^. 

15-^s 151%         161%         142%  139% 

26-35 "4       136       152       82 

36-45 "^^  ^^  112         137 

46-55 151  128  123  97 

56-65 136  III  94  94 

66-75 105  84  90  72 

76-cnd 65  77  68  65 

Total 106%  100%  94%  82% 

In  commenting  upon  his  second  contribution  to  these  statis- 
tics, Professor  Newton  wrote:  "It  is  a  marked  feature  of  the 
mortality  statistics  of  American  college  graduates  that  there  is 
excessive  mortality  in  the  years  immediately  following  gradua- 
tion. This  is  no  doubt  due  to  the  strenuous  efforts  of  young 
graduates  to  attain  a  good  position  in  their  profession.  The 
later  favorable  experience  in  the  ages  from  45  to  75  is  pre- 
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sumably  due  to  the  fact  that  they  have  by  that  time  gained 
position  or  else  lost  ambition/* 

Looking  over  the  statistics  for  the  century,  Dn  Gaines  wrote: 
"There  is  evident  a  steady  betterment  of  conditions  of  living  as 
we  pass  from  pioneer  times  toward  the  end  of  the  eighteenth 
century,  and  indeed  we  go  well  to  the  middle  of  the  nineteenth 
century.  This  comparison  is  to  a  certain  extent  misleading, 
because  of  the  presence  of  a  remarkable  body  of  lives  in  the 
present  group.  The  American  Table  states  that  of  100,000  lives 
at  the  age  of  10  none  may  expect  to  pass  the  age  of  g6.  In 
100,000  insured  lives  at  the  present  day  one  might  expect  to 
find  as  many  as  four  of  96  years  of  age,  or  older.  It  is  most 
extraordinary,  therefore,  to  find  in  this  small  eighteenth  century 
group  of  540  lives,  four  that  reach  the  tabular  limit,  and  one 
dying  in  his  I02d  year/' 

When  we  approach  the  question  of  the  cause  of  death  the 
information  is  very  meager.  In  only  364  cases  was  it  possible 
to  determine  this  with  accuracy,  and  even  in  some  of  the  cases 
where  the  cause  was  given  it  was  difficult  to  classify  on  account 
of  uncertainty  of  nomenclature.  Thus,  jail  fever,  camp  fever, 
ship  fever  and  typhus  fever  are  met  with.  It  is  probable  that 
all  should  be  included  under  the  last  head*  The  exact  classifica- 
tion of  lake  and  Southern  fever  is  doubtful.  Jt  is  possible  that 
by  "shortness  of  breath"  may  be  meant  asthma.  Had  it  not 
been  for  its  interest  in  one  or  two  respects  the  following  table 
would  have  been  omitted. 

Known  Causes  of  Death  Auong  Yale  Graduates,  1701-91. 
General  Diseases  202         Others  of  this  dass lo 


Scarlet  fever 2 

loflyenza  , -  ^  * . .  3 

Fever  (unclassifi^)    *......♦.  26 

Yellow  fever tj 

Typhoid  lever 7 

Typhus 10 

Small  pox aj 

Dysentery 10 

Cerebro- spinal  fever 5 

Erysipelas  , s 

Septicemia 2 

Old  age ..,..,.  5 

Rheumatism 5 

Constimptton 46 

Cancer   .... 12 

Dropsy -  <  14 


Diseases  of  nervous  system 68 

Apoplexy 30 

Paralysis 29 

Epilepsy  ,.,,.. , . , ,  9 

Diseases  of  circulatory  system  . .  9 

Diseases  of  the  heart  ... .  8 

Others  of  this  class i 

Diseases  of  the  respiratory  system  19 

Pneumonia ...  *  *  14 

Pleurisy 4 

Asthma I 
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Diseases  of  digestive  system 10      Accidents  and  injuries 54 

Diseases  of  the  liver 10         Killed  in  war 15 

Homicide 2 

Bums  2 

Drowning  16 

Diseases  of  urinary  system 2         Falling  6 

—         Suicide 7 

Diseases  of  the  kidney 2         Others  of  this  dass 6 

The  most  striking  fact  brought  out  in  the  table  is  the  large 
number  of  deaths  from  diseases  which  have  now  been  all  but 
eliminated,  and  whose  presence  in  a  community  is  generally  con- 
sidered a  result  of  improper  living  or  filth  conditions.  Yellow 
and  typhus  fever  are  the  leading  examples  of  this.  Small  pox 
was  particularly  fatal  at  this  period,  and  epidemics  of  this  dis- 
ease were  not  rare.  The  proportion  dying  from  consumption 
is  no  larger  than  was  to  have  been  expected.  The  diseases  of  old 
age,  such  as  apoplexy  and  paralysis,  are  heavily  represented. 
The  number  to  meet  death  by  accident  and  injury  is  abnormally 
large.  This  is  probably  due  to  the  fact  that  when  the  death 
was  due  to  one  of  these  violent  causes  it  was  more  likely  to  be 
recorded  than  when  it  was  from  one  of  the  more  common 
diseases.  It  was  decided  to  classify  one  of  the  causes  under 
this  head  as  "killed  in  war"  rather  than  "killed  in  battle," 
because  one  of  the  graduates  of  this  period  was  hanged  as  a 
spy,  and  two  others  met  death  as  a  result  of  war  but  not  in  any 
battle.  In  addition  to  those  whose  cause  of  death  was  definitely 
stated  in  the  table  were  one  each  killed  by  Indians,  by  an  explo- 
sion, by  lightning,  by  unskilful  blood-letting,  by  accidental 
shooting,  and  by  exposure  and  freezing. 

College  Degrees  of  Fathers  and  Sons.  The  question  of  the 
proportion  of  the  graduates  whose  fathers  had  obtained  an 
academical  degree  can  be  easily  answered,  and  a  comparison 
made  with  the  Yale  College  classes  of  recent  years. 

College  Degrees  of  Parents  of  Yale  Graduates,  1701-91. 

1701-44.         174S-63.         1763-77.        1778-9X.  Total. 

Yale  24           6s  92           91  272 

Harvard   49           25  22             7  103 

University  of  Glasgow  11  2 

Princeton    5  5 

Total    74  91  114  103  382 
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During  the  entire  period  18.9  per  cent*  of  the  fathers  had  col* 
lege  degrees.  In  some  cases  the  fathers  were  counted  more 
than  once,  but  this  was  felt  to  be  justified  since  the  total  number 
of  graduates  formed  the  denominator  and  it  seemed  unfair  to 
count  two  or  three  brothers  but  once.  Before  1745  twice  as 
many  of  the  parents  were  graduates  of  Harvard  as  of  Yale. 
In  fact,  the  first  graduate  to  have  had  a  father  in  Yale  before 
him  was  a  member  of  the  class  of  1729,  From  this  point  down 
to  1 79 1  the  proportion  of  college  educated  parents  to  have 
had  a  Yale  degree  increases.  Princeton  first  appears  on  the 
list  in  the  latest  period.  It  seems  remarkable  that  only  three 
American  colleges  should  have  been  represented  among  the 
parents  of  Yale  graduates  during  this  century. 

The  proportion  of  graduates  to  have  fathers  with  degrees 
increased  down  to  1777,  but  showed  a  decrease  in  the  latest 
period  under  consideration.  The  following  table  shows  the  cor* 
responding  figures  for  more  recent  years, 

Sont  of  Yiile       Sorvi  tti  j; rEuluJil**  of 

i?oi-9i ' ' 135%  S4% 

1^73^ 5  9 

1878 9  14 

iS^..».. 9  iz 

i%»6....*.. 10  11.5 

1903 II  17 

It  is  unfortunate  that  an  average  for  the  last  twenty-five  years 
cannot  be  given,  but  the  statistics  for  these  few  classes  seem  to 
show  that  the  proportion  with  Yale  fathers,  while  not  so  great 
as  it  was  in  the  eighteenth  century,  is  increasing.  On  the  other 
hand,  the  proportion  whose  fathers  were  graduates  of  other  col- 
leges is  much  greater.  This  is  but  natural,  for  the  proportion 
borne  by  the  graduates  of  Yale  to  the  total  number  obtaining 
academic  degrees  in  this  country  is  constantly  decreasing. 

A  question  closely  related  to  that  just  under  consideration  is 
the  proportion  of  the  graduates  to  send  their  sons  to  college. 
In  the  following  tables  only  those  sons  who  graduated  have 
been  included.  There  were  thirty  cases  in  which  the  graduates 
sent  sons  to  two  different  colleges. 
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Yale  Graduates  Whose  Sons  Received  an  Academic  DicitEE  fiom  an 
American  College. 

3*008.       4aoiia.       5wms.       6  sons. 

25  3  3  2 


I  son. 

Yale  2S>4 

Harvard   25 

Princeton   14 

Dartmouth 12 

Columbia    7 

Brown   10 

Williams  31 


Middlebury 
Union    . . 
Hamilton 
Amherst 
Bowdoin 
Others  .. 


Total 


7 
7 
9 
3 
2 
II 

432 


73 
10 

2 
6 

2 
7 
3 
3 

I 

I 
2 


no 


31 


TocaL 
400 
35 
17 
20 

8 

13 

39 
10 
10 
II 
4 
3 
13 

583 


During  this  period  583  or  27.4  per  cent,  of  the  g^duates 
sent  792  sons  through  college.  As  we  should  expect,  Yale  has 
a  commanding  lead.  Williams,  Harvard,  Dartmouth  and 
Princeton  follow  in  order.  Altogether  twenty-one  coll^nes  are 
included  in  the  complete  list.  Two  g^duates  divide  the  honor 
of  having  sent  six  sons  to  Yale,  while  three  have  sent  five,  A 
large  number  of  the  graduates  who  were  ministers  sent  sons 
to  Williams  at  the  time  when  that  college  took  the  lead  in 
promoting  interest  in  foreign  missions.  There  are  some  peculiar 
combinations  in  the  table.  One  Yale  g^duate,  whose  father 
had  been  educated  at  Harvard,  sent  his  son  to  Princeton, 
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British  Legislation  in  1907-  The  session  of  1907 — the  second 
session  of  the  Parliament  elected  in  January,  igo6 — -was  not  charac- 
terized by  any  one  great  outstanding  measure.  When  the  Liberal 
Party  came  into  power  after  its  twenty  years  of  opposition,  it  found 
itself  confronted  with  demands  for  refomi  legislation  in  every 
department  of  English  life,  and  the  list  of  fifty-eight  public  Acts, 
passed  in  1907,  is  the  response  of  the  Government  to  the  expectations 
of  its  supporters.  As  in  the  session  of  1906,  the  majority  in  the 
House  of  Commons  found  itself  confronted  with  a  hostile  majority 
in  the  House  of  Lords.  There  was  no  such  memorable  conflict 
between  the  two  Houses  as  those  whicli  arose  in  1906  over  the  Lords* 
rejection  or  mutilation  of  the  Education  Bill  and  the  Plural  Voters* 
Bill-  Two  bills  of  first  importance  both  applying  to  Scotland  were, 
however,  destroyed  or  lost  in  the  Upper  Chamber.  Tliese  were  the 
Small  Holdings  (Scotland)  Bill  and  the  Taxation  of  Land  Values 
(Scotland)  BilL  Amendments  in  the  House  of  Lords  weakened 
the  Liberal  character  of  other  measures,  although  in  several 
instances  the  Lords  receded  from  their  amendments  on  the  refusal 
o'f  the  Commons  to  accept  them.  During  the  session,  the  House 
of  Commons  sat  on  131  days,  meeting  on  February  12  and  adjourn- 
ing August  29.  There  were  several  by-elections  during  the  year, 
and  in  two  of  these,  Liberal  seats  went  to  representatives  of  the 
Labor  party*  One  seat  in  the  Brigg  division  of  Lincolnshire  was 
regained  by  the  Conservatives,  which,  with  the  gain  of  a  seat  at 
Cockermouth  in  1906,  offsets  the  loss  of  two  members  by  secession 
to  the  Liberals*  Up  to  the  close  of  1907  there  were  no  signs  of  any 
rehabilitation  of  the  Conservative  Party  or  its  recovery  from  the 
overwhelming  defeat  which  it  sustained  at  the  polls  in  1906.  II 
the  Liberal  Government  had  lost  strength  since  its  inauguration,  it 
was  rather  due  to  impatience  and  exasperation  at  its  slow  fulfilhnent 
of  its  pledges  on  the  part  of  the  Labor  and  Radical  wings  of  the 
party,  than  to  any  improvement  in  the  position  of  the  Conservatives. 

Territoeial  and  Reserve  Forces  Act, — The  bill  on  which 
the  Commons  expended  the  largest  amount  of  time  and  discussion 
was  the  bill  for  the  reorganization  of  the  volunteers,  militia  and 
yeomanry  introduced  by  Mr,  R.  B.  Haldane,  Minister  of  War.  This 
measure  is  intended  at  the  same  time  to  increase  the  efficiency  and 
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decrease  the  cost  of  the  reserve  forces.  It  provides  for  the  enlist- 
ment, training  and  equipment  of  a  territorial  force  of  300,000  men^ 
which  is  liable  to  serve  in  any  part  of  the  United  Kingdom.  Service 
abroad  on  the  part  of  the  members  is  purely  volimtary,  but  in  case 
of  war,  volunteers  will  be  called  for  from  the  ranks  of  the  territorial 
force.  The  field  force,  or  regular  army,  according  to  the  Act,  is  to 
consist  of  160,000  men,  and  is  liable  for  service  in  any  part  of  tfie 
world.  The  old  English  auxiliary  forces, — ^the  militia,  the  yeomanry 
and  the  volunteers,  are  all  absorbed  into  the  new  territorial  force. 
Duties  in  connection  with  the  territorial  force  are  laid  upon  the  lord 
lieutenants  of  the  counties, — officials  whose  usefulness  during  the 
last  three  or  four  centuries  has  been  steadily  decUning.  Henceforth 
lord  lieutenants  are  to  be  chosen  from  among  men  who  have  had 
military  training  and  experience. 

Small  Holdings  and  Allotments  Act. — Since  the  enfranchise- 
ment of  the  rural  laborer  in  1884,  one  of  the  principal  planks  in 
the  Liberal  platform  has  been  legislation  to  give  access  to  the  land 
to  the  farm  laborer.  Allotment  acts  were  passed  by  the  Conserva- 
tive Government  in  1887  and  1890,  under  which  small  plots  of  land 
could  be  secured  by  laboring  men.  The  object  of  these  acts  was  to 
provide  land  which  could  be  cultivated  by  wage  earners  in  their 
spare  time,  and  the  acts  have  been  put  into  operation  chiefly  in  the 
smaller  provincial  towns  and  villages.  In  1892  the  Gladstone 
Government  passed  the  Small  Holdings  Act,  by  which  county 
councils  were  empowered  to  take  land  and  to  lease  ,it  in  plots  of 
from  one  to  fifty  acres, — holdings  which  it  was  thought  would  be 
sufficient  to  occupy  the  whole  time  of  the  tenant.  Compulsory 
power  to  acquire  land  was  not,  however,  conferred  by  the  act,  and 
the  unwillingness  of  county  councils  to  undertake  such  schemes,  both 
on  account  of  the  cost  and  because  they  were  not  generally  in  sym- 
pathy with  the  purposes  of  the  act,  has  prevented  the  act  from 
being  put  into  operation  except  in  a  few  isolated  localities.  The 
Small  Holdings  and  Allotments  Act  of  1907  amends  the  acts  of 
1887  and  1890  concerning  allotments  as  well  as  the  Small  Holdings 
Act  of  1892.  The  new  act  provides  for  the  appointment  of  com- 
missioners under  the  Board  of  Agriculture — a  State  Department  of 
which  Lord  Carrington  is  president — who  may  themselves  form 
schemes  for  the  purchase  of  land  and  its  division  into  holding^,  or 
may  report  to  the  Board  of  Agriculture  the  need  for  small  holdings. 
The  preparation  of  schemes  may  be  undertaken  by  the  county 
councils,  but  if  a  council  does  not  choose  to  carry  out  this  work,  it 
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is  open  to  any  borough,  district  or  parish  council  to  make  representa- 
tions to  the  commissioners,  and  to  have  schemes  prepared  by  the 
commissioners.  Power  is  given  to  the  county,  borough  and  district 
councils  to  acquire  land  compulsorily  for  the  purpose  of  carrying 
out  the  small  holdings  schemes.  In  the  case  of  parish  councils  this 
power  is  withheld.  The  land  must  be  acquired  for  them  by  the 
county  council,  but  an  appeal  to  the  Board  of  Agriculture  is  allowed 
when  a  parish  council  feels  itself  aggrieved  by  the  inaction  of  the 
county  council.  There  are  provisions  in  the  Act  for  arbitration,  for 
the  valuation  of  land  and  for  the  borrowing  of  money  by  the  coun- 
cils. It  also  amends  the  conditions  on  which  the  land  is  held  and 
transferred,  and  admits  of  t!ie  interposition  of  cooperative  societies 
between  the  council  and  the  actual  tenants.  Holdings  may  either  be 
leased  or  purchased  by  the  tenants,  but  a  power  of  redemption  is 
reserved  to  the  council  in  any  case  where  the  purchaser  no  longer 
wishes  to  use  the  land  for  a  small  holding,  or  in  case  of  the  death  of 
the  purchaser.  Care  is  taken  that  no  injustice  shall  be  done  to  tlie 
landowners  under  the  compulsory  purchase  clause.  Extra  payment 
must  be  made  for  disturbance,  and  it  is  even  provided  that  a  laborer 
who  has  been  regularly  employed  on  land  acquired  by  a  council  for 
holdings,  if  the  ''effect  of  the  acquisition  has  been  to  deprive  him, 
of  employment,  and  there  is  no  employment  of  equally  beneficial 
character  available  for  him  in  the  same  locality/'  may  receive  com- 
pensation from  the  council  for  his  loss  or  for  his  expenses  in 
moving  elsewhere. 

Evicted  Tenants  (Ireland)  Act. — Another  measure  dealing 
with  land  is  the  Evicted  Tenants  Act*  This  act  is  an  effort  to  heal 
the  long  existing  sore  which  was  left  in  Ireland  by  the  land  war  of 
1880  and  1 88 1,  These  evicted  tenants  were  tlie  victims  of  the 
norent  policy  of  the  Land  League,  and  so  long  as  they  remained  a 
charge  upon  tlie  resources  of  the  Nationalist  Party  there  could  be 
no  conciliation  in  Ireland.  The  act  provides  that  the  Estates  Com- 
missioners of  Ireland  shall  be  empowered  to  acquire  land  compul- 
sorily in  order  to  reinstate  evicted  tenants.  In  every  case  where 
possible,  the  tenant  is  to  be  reinstated  in  his  old  holding;  but  where 
the  land  is  now  in  "the  possession  or  occupation  of  a  tenant  using 
it  as  an  ordinary  farmer  in  accordance  with  proper  methods  of  hus- 
bandry*' other  land  as  similar  in  character  as  possible  is  to  be 
offered  to  the  evicted  tenant.  The  reinstated  tenants  are  to  be 
enabled  to  become  the  owners  of  their  holdings  on  terms  similar  ta 
Aose  under  tlie  Irish  Land  Act  of  1903, 
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Patents  and  Designs  Amendment  Acts. — ^Two  acts  for  the 
amendment  and  consolidation  of  the  Patent  Code  were  passed  in 
1907.  The  first,  7  Edward  VII,  c.28,  is  an  amending  act  It 
specifies  more  clearly  the  conditions  on  which  patents  are  granted, 
continued  and  revoked.  The  most  important  provision  is  contained 
in  clause  15,  which  enacts  that  "at  any  time  not  less  than  four  years 
after  the  date  of  a  patent  and  not  less  tfian  one  year  after  the  pass- 
ing of  the  Act,  any  person  may  apply  for  the  revocation  of  a  patent 
on  the  ground  that  the  patented  article  or  process  is  manufactured 
or  carried  on  mainly  outside  the  United  Kingdom."  A  patent  may 
also  be  revoked  on  the  ground  that  the  reasonable  requirements  of 
the  public  have  not  been  satisfied,  if  by  default  of  the  patentee  the 
patented  article  is  not  manufactured  to  an  adequate  extent  to  supply 
the  demand  on  reasonable  terms;  or  if  any  trade  or  industry  is 
"unfairly  prejudiced  by  the  conditions  attached  by  the  patentee, 
before  or  after  the  passing  of  the  Act,  to  the  purchase,  hire  or  use 
of  the  patented  article,  or  to  the  using  or  working  of  the  patented 
process."  This  last  clause,  as  was  plainly  indicated  in  the  debates  on 
the  bill  by  Mr.  Lloyd  George,  President  of  the  Board  of  Trade,  is 
aimed  at  the  rigorous  conditions  imposed  by  tfie  Massachusetts 
patentees  of  certain  shoe-making  machinery.  The  second  Patents 
and  Designs  Act,  7  Edward  VII,  c.29,  is  a  consolidation  of  the  enact- 
ments relating  to  patents  for  inventions  and  the  registration  of 
designs  and  trade-marks.  It  is  a  most  useful  piece  of  legislation,  as 
it  simplifies  and  makes  workable  the  acts  of  1883,  1885,  1886,  1888, 
1901,  1902  and  1907  (c.28),  which  are  all  repealed  by  the  new  Act. 
This  act  was  not  debated  in  Parliament,  as  it  contains  no  new 
feature  whatever. 

Companies  Act  and  Limited  Partnership  Act. — ^An  evasion  of 
the  law  of  1900  penalizing  companies  for  misrepresentation  in 
prospectuses  inviting  public  subscription,  and  placing  responsibility 
on  the  directors  who  sign  a  prospectus,  has  been  practiced  by  the 
formation  of  companies  and  the  alloting  of  shares  without  the  issue 
of  a  prospectus.  The  Companies  Act  closes  this  gap  in  former 
legislation  by  requiring,  in  lieu  of  a  prospectus,  a  statement  signed 
by  every  person  named  therein  as  a  director,  to  be  filed  with  the 
Registrar  of  Joint  Stock  Companies.  The  new  law  also  defines 
more  fully  the  position  and  responsibility  of  directors  of  companies, 
and  the  information  as  to  the  standing  of  a  company  which  must  be 
forthcoming  in  every  prospectus  or  statement  filed  with  the  Regis- 
trar.    The  rights  of  shareholders  and  debenture  holders  are  safe- 


1908] 


Notts. 


431 


% 

^ 
^ 

^ 


guarded  by  new  provisioos  as  to  publicity  and  the  holding  of  annual 
meetings;  and  there  is  also  provision  for  more  carefully  guarding 
the  rights  of  creditors  in  cases  where  a  company  is  voluntarily 
wound  up.  Companies  incorporated  outside  the  United  Kingdom, 
and  doing  business  in  the  country,  must  file  statements  with  the  regis- 
trar, dther  in  English  or  witli  a  certified  translation ;  must  provide 
a  list  of  their  directors ;  and  must  give  the  names  and  addresses  of 
one  or  more  persons,  resident  in  the  United  Kingdom,  authorized  to 
accept  service  of  process  on  behalf  of  the  company.  The  Limited 
Partnership  Act  allows  the  formation  of  companies  of  not  more 
than  20  partners,  of  whom  some  must  be  general  with  unlimited 
liability,  and  some  may  have  their  liability  limited  to  the  amount  of 
stock  held  by  them.  These  limited  partnerships  are  not  under  the 
same  rigorous  conditions  as  to  publicity  as  the  ordinary  limited 
liability  companies. 

Minor  Acts. — The  Qualification  of  Women  Act  provides  that  a 
woman  shall  not  be  disqualified  by  sex  or  marriage  for  being  elected 
a  councillor  or  alderman  of  the  council  of  any  county  or  borough. 
To  urban  and  rural  district  and  parish  councils,  created  by  the  Local 
Government  Act  of  1894,  women  ^^r^  from  the  first  eligible,  and 
the  present  act  completes  the  freeing  of  women  from  disqualifica- 
tions in  all  matters  of  local  government.  A  man  who  becomes 
mayor  or  chairman  of  a  county  council  becomes  by  virtue  of  his 
office  a  magistrate,  but  a  clause  in  the  act  provides  that  when  a 
woman  is  chosen  mayor  or  chairman  of  a  county  council,  she  shall 
not  tliereby  become  a  justice  of  the  peace,  A  bill  for  extending 
the  Parliamentary  franchise  to  women,  introduced  by  a  private 
member,  was  talked  out  on  March  8,  a  proceeding  which  led  to 
riotous  protests  on  the  part  of  women  suffragists  and  to  the 
imprisonment  during  the  year  of  138  women  for  disorderly  conduct 
in  public  meetings  and  in  tlie  precincts  of  the  House  of  Commons, 

The  long  standing  agitation  for  the  removal  of  the  restriction  on 
marriage  with  a  deceased  wife's  sister  was  set  at  rest  by  the  passage 
of  the  Deceased  Wife*s  Sister's  Marriage  Act,  but  the  introduction 
of  clauses  into  the  act  permitting  the  clergy  to  refuse  to  perform 
such  marriages  or  to  allow  them  to  be  performed  in  their  churches, 
has  given  rise  to  fresh  agitations  which  may  result  in  strengthening 
the  movement  for  the  disestablishment  of  tiie  English  church.  It 
may  here  be  remarked  that  on  February  27,  in  a  thin  house,  the 
House  of  Commons  passed  a  resolution  m  favor  of  disestablishment 


by   a   majority 
resolution* 


of   iq8.     No   further  action  was  taken  on  the 
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Another  agitation  which  has  caused  the  imprisonment  of  many 
passive  resisters,  came  to  an  end  on  the  passing  of  the  Vaccination 
Act.  Under  an  act  passed  in  1898,  a  man  was  relieved  from  the 
penalties  imposed  by  the  act  of  1867  for  failing  to  have  his  child 
vaccinated  within  three  months  of  its  birth,  if  he  could  convince  a 
magistrate  that  he  conscientiously  objected  to  such  vaccination. 
This  act  worked  unevenly,  as  many  magistrates  refused  to  be  con- 
vinced of  a  man's  conscientious  objection.  The  new  act  substitutes 
for  the  magistrate's  certificate  of  exemption  a  statutory  declaration 
on  the  part  of  a  parent  that  he  conscientiously  believes  that  vaccina- 
tion would  be  prejudicial  to  the  health  of  the  child. 

A  Pure  Food  Law — ^an  Amendment  to  the  Public  Health  Act  of 
1896 — ogives  large  powers  of  supervision  to  the  State  Department 
and  the  Local  authorities.  It  authorizes  measures  to  be  taken  for 
the  prevention  of  danger  arising  to  public  health  from  the  importa- 
tion, preparation,  storage  and  distribution  of  articles  of  food  and 
drink. 

By  the  Irish  Tobacco  Act  the  last  restriction  laid  upon  the  indus- 
tries of  Ireland  is  swept  away.  The  cultivation  of  tobacco  in 
Ireland  was  prohibited  by  an  act  passed  in  1831.  The  prohibition 
was  not,  like  the  old  restrictions  on  the  woollen  and  linen  trades  of 
Ireland,  for  the  sake  of  British  industry ;  but  was  imposed  in  order 
to  protect  the  customs  revenue  from  tobacco.  By  the  new  act,  the 
cultivation  of  tobacco  is  to  be  under  licence  from  the  Commissioners 
of  Inland  Revenue,  and  tobacco  grown  in  Ireland  will  be  charged 
with  an  excise  duty.  In  the  seventeenth  century,  a  considerable 
amount  of  tobacco  was  grown  in  Ireland,  and  for  some  time  back 
it  has  been  urged  that  a  relaxation  of  the  prohibition  would  conduce 
to  great  increase  of  Irish  agricultural  prosperity. 

Other  reform  measures  passed  during  the  session  were  the  Proba- 
tion of  Offenders  Act,  the  Criminal  Appeal  Act,  and  an  amendment 
to  the  Factory  Acts  bringing  laundries  within  the  scope  of  the  laws 
regulating  the  work  of  women  and  children.  The  Probation  of 
Offenders  Act  is  an  extension  of  the  First  Offenders  Act,  which  gave 
power  to  the  courts  to  suspend  sentence  in  the  case  of  first  offences. 
The  new  act  supplements  the  First  Offenders  Act  by  authorizing  the 
appointment  of  men  and  women,  as  probation  officers,  in  whose 
charge  the  offender  may  be  placed.  Special  officers  may  be 
appointed  for  children  under  sixteen,  and  the  judge  may  give  direc- 
tions in  writing  to  the  offender  under  probation  to  keep  away  from 
tmdesirable  places  or  assbciates  and  to  abstain  from  intoxicating 
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liquor.  The  Criminal  Appeal  Act  institutes  a  court  of  appeal  for 
criminal  cases  which  is  empowered  to  hear  appeals  either  from  con- 
viction or  sentence  and  on  questions  of  law  or  fact*  The  right  of 
appeal  is  safeguarded  by  provisions  that  no  appeal  is  to  be  allowed 
unless  substantial  injustice  has  been  done,  tliat  either  a  more  severe 
or  a  less  severe  sentence  may  be  substituted  for  the  one  originally 
passed. 

ANNIE  C.  POHRITT. 
Hartford,  Coon. 


The  Columbus  Tax  Conference*  A  gathering  of  more  than 
ordinary  significance  was  the  meeting  at  Columbus,  Ohio,  November 
12  to  15,  of  the  National  Conference  on  Taxation,  OflRcial  dele- 
gates from  thirty-three  States  of  the  United  States  and  three 
provinces  of  the  Dominion  of  Canada  were  in  attendance.  Three 
States,  Massachusetts,  West  Virginia,  and  Ohio,  were  represented 
by  their  governors,  and  the  delegation  from  Canada  included  Premier 
Rutherford  of  the  province  of  Alberta,  Governor  Guild  of  Massa- 
chusetts presided.  College  professors  and  State  tax  commissioners 
were  present  from  all  parts  of  the  country  and  read  papers  or 
contributed  to  the  discussion* 

That  such  a  conference  should  thus  come  together  for  study  of 
the  problems  of  State  and  local  taxation  is  indeed  an  encouraging 
sign  of  the  times.  No  less  encouraging  was  the  business-like  air 
and  earnest  spirit  with  which  the  conference  devoted  itself  to  its 
work,  A  wide  range  of  topics  was  covered  and  of  course  important 
differences  of  opinion  were  brought  forth.  But  a  striking  evidence 
of  the  success  of  the  convention  is  the  very  general  agreement  which 
was  possible  on  several  of  the  most  fundamental  problems  of  taxa- 
tion. Resolutions  adopted  at  the  close  of  the  discussion  expressed 
the  sentiment  of  the  convention  that  the  inheritance  tax  should  be 
left  to  the  States  and  not  made  use  of  by  the  federal  government; 
that  the  several  States  whose  constitutions  require  that  all  property 
shall  be  taxed  in  the  same  manner,  or  otherwise  impose  restrictions 

I  on  the  reasonable  classification  of  property  for  taxation,  should 
repeal  such  provisions;  that  in  the  interest  of  interstate  comity 
taxation  of  the  same  property  by  two  States  at  tlie  same  time  should 

[be  avoided  and  all  retaliatory  legislation  should  be  repealed;  and 
that  the  public  debts  of  all  States,  counties,  and  municipalities  should 
everywhere  be  exempt  from  taxation.  Tlie  papers  and  discussions 
also  showed  a  practically  unanimous  realization  of  the  shortcomings 
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of  the  general  property  tax,  and  a  strong  sentiment  in  favor  of  a 
habitation  tax  and  the  exemption  of  mortgages  and  odier  credit 
instruments  from  taxation.  The  single  tax  advocates  were  given  a 
prominent  place  on  the  program,  but  no  great  enthusiasm  for  that 
movement  was  in  evidence  among  the  del^^tes. 

The  way  in  which  many  of  the  States  are  making  use  of  the 
services  of  university  professors  as  experts  in  taxation  and  members 
of  State  tax  commissions  was  shown  in  the  personnel  of  the 
convention. 

At  the  close  of  the  meeting  a  permanent  organization  was  formed 
under  the  name  of  the  Tax  Association  of  North  America,  with 
Allen  Ripley  Foote  as  president  and  headquarters  for  the  time  being 
at  G>lumbus.  One  of  the  tasks  of  the  new  association  will  be  the 
maintaining  of  an  information  bureau  from  which  the  latest  facts 
regarding  State  legislation,  actual  or  proposed,  may  be  obtained  by 
State  officials  and  other  members  of  the  association. 

The  United  States  has  lagged  far  behind  the  rest  of  the  civilized 
world  in  its  methods  of  local  and  State  taxation.  Injustice  and 
inequality  have  come  to  be  accepted  as  a  matter  of  course.  The 
situation  has  been  aggravated  by  the  lack  of  harmony  between 
the  laws  of  the  diflFerent  States.  The  first  step  toward  scientific 
and  uniform  taxation  must  come  from  the  interchange  of  ideas 
among  experts  and  the  development  of  increased  knowledge  on 
the  part  of  the  people.  The  Columbus  conference  is  a  move  in  the 
right  direction. 

FRED  ROGERS  FAIRCHILD. 

Yale  University. 


BOOK   REVIEWS. 

American    Legislatures  and    Legislative   Afethods.     By    Paul    S- 
Reinsch*     New  York :  The  Century  Co.,  1907 — pp,  x,  337, 

In  tills  volume  of  the  Century  Company's  series  on  American 
government,  Professor  Reinsch  has  set  forth  witli  painstaking 
analysis  the  main  functions  of  the  State  legislatures  and  tlieir  place 
in  our  general  system  of  government.  His  book  is  especially  timely 
in  view  of  the  increasingly  awakened  interest  of  all  classes  of  people 
in  processes  of  government,  and  should  prove  especially  helpful  to 
persons  not  familiar  with  legislative  machiner>'  or  methods.  The 
book  seeks  to  set  forth  not  only  the  theoretical  principles  of  legisla- 
tion and  the  methods  by  which  it  is  supposed  to  be  accomplished,  but 
what  is  of  far  more  value  to  the  student  of  public  affairs,  the 
practises  that  are  actually  in  vogue  in  most  of  our  States,  something 
very  different  from  the  popular  conception.  The  reader  is  thus 
enlightened  about  **  log-rolling/'  '*bossism/'  "lobbying/*  the  ^'third 
house/'  '^gerrj'mandering/*  *' strike  bills/*  * 'ripper  legislation'*  and 
similar  important  phases  of  present-day  government. 

Wliile  the  book  on  the  whole  is  an  admirable  treatise,  one  could 
wish  that  more  space  had  been  given  to  the  discussion  of  these  and 
similar  questions  than  to  the  detailed  analysis  of  the  functions  and 
methods  of  the  legislature  as  contained  in  the  various  State  constitu- 
tions and  the  rules  adopted  by  each  legislative  body  for  its  own 
guidance.  The  impression  gained  from  such  exposition  of  powers 
and  functions  is  a  more  or  less  confused  one,  and  at  best  yields  a 
knowledge  merely  of  government  on  paper. 

The  reader  misses  a  clear  exposition  of  the  important  part  taken, 
and  taken  each  year  to  an  increasing  extent,  by  the  Governor  in 
legislative  affairs,  the  overstepping  of  the  line  drawn  years  ago 
between  the  Executive,  the  Legislature  and  the  Judiciary.  This  is  to 
be  regp-etted  because  the  exertion  of  this  influence,  both  by  "reform" 
and  "machine"  governors,  is  one  of  the  most  striking  features  of 
our  present  governmental  system.  Through  the  veto  power  and 
the  distribution  of  patronage,  the  office  of  governor  assumes  more 
and  more  importance.  Practical  politicians  and  even  "reformers" 
have  been  quick  to  see  their  opportunities  in  these  directions,  and  we 
are  rapidly  reaching  a  position  where  the  administration  of  the 
chief  executive  is  judged  largely  by  the  record  of  tlie  legislature 
during  his  term  of  office. 
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One  also  fails  to  find  any  statement  of  the  vastly  important  part 
played  in  the  influencing  of  legislation  by  the  attitude  of  the  various 
State  officers  and  heads  of  executive  departments;  of  the  potent 
influence  of  the  press  generally  and  of  the  personal  influence  of  the 
legislative  correspondents  who  make  and  unmake  reputations  with  a 
stroke  of  the  pen,  and  who  do  more  to  influence  legislation  than  all 
of  the  reform  and  civic  organizations  in  the  country.  The  influence 
of  the  chairman  of  the  State  committee  of  the  dominant  political 
party,  and  of  the  chairmen  of  the  various  county  committees,  the 
"local  bosses,"  often  the  controlling  factor  in  the  legislative  situa- 
tion, receives  but  scant  consideration. 

The  most  important  factor  in  all  legislation  we  find  nowhere 
mentioned — viz.  the  personal  equation;  the  human  element;  the 
play  of  one  personality  upon  another;  the  passage  of  bills  because 
the  "man  behind  the  bill"  is  a  "good,  fellow,"  and  has  a  host  of 
friends  in  both  houses.  One  could  wish  also  that  Professor  Reinsch 
had  given  us  a  little  more  in  detail  the  actual  legislative  processes, 
had  told  us  how  bills  originate,  how  as  a  rule  they  are  not  drawn  by 
the  members,  but  handed  to  them  for  introduction  by  representatives 
of  special  interests  who  want  this  or  that  legislation ;  that  he  had 
discussed  the  inadequate  compensation  paid  to  members  in  most 
States;  the  iniquity  of  the  system  by  which  the  public  expects  to 
have  honest  government  and  pays  its  members  salaries  that  are  less 
than  their  individual  living  and  traveling  expenses  while  the  legis- 
lature is  in  session;  that  he  had  discussed  the  eternal  conflict  of 
interests  and  radically  different  attitude  of  the  city  and  country 
members,  and  the  outworn  functions  of  a  bi-cameral  legislative  body. 

In  addition  to  describing  the  work  of  the  State  legislatures,  three 
chapters  are  devoted  to  a  consideration  of  our  national  legislature 
and  an  analysis  of  the  powers  and  duties  of  Congress,  the  Senate  and 
the  House  of  Representatives. 

The  book  will  well  repay  careful  reading  by  all  students  of 
representative  government. 

LAWRENCE  VEILLER. 
New  York  City. 

Sociological  Papers.    Volume   III,   1906.    Annual  publication  of 
the  British  Sociological  Society.    London,  Macmillan  &  Co.,  1907. 

For  a  third  time  the  Society's  report  evinces  its  interest  in 
Galtonian  ideas.  It  will  be  recollected  (see  Yale  Review,  vol.  xiv, 
No.  I  and  vol.  xv,  No.  2)  that  the  initial  volume  of  the  Papers, 
for  1904,  began  with  an  article  of  Galton's  on  Eugenics,  and  that 
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the  place  of  honor  was  also  in  1905  assigned  to  this  topic.  In  the 
present  volume  the  biological  relationship  of  Sociology  is  taken  up  in 
the  first  four  papers:  The  Biological  Foundation  of  Sociology,  by 
Dr.  G.  A.  Reid ;  A  Practicable  Eugenic  Suggestion,  by  W.  McDou- 
gall;  The  Study  of  Individuals  (Individuology)  and  their  Natural 
Groupings  (Sociology),  by  Dr.  J.  L.  Tayler;  and  The  Sociological 
Appeal  to  Biology,  by  Prof.  J.  A.  Thomson. 

These  papers  are  of  widely  differing  merit.  McDougall's 
^'suggestion"  is  that  selected  classes  in  the  population  shall  be 
encouraged  to  procreation  through  the  g^ant  of  a  premium  in  the 
form  of  an  increase  of  salary  in  event  of  marriage,  and  of  the  birth 
of  each  child.  Since  the  increase  of  desirable  elements  in  the  popu- 
lation is  of  direct  benefit  to  the  state,  it  is  proposed  to  begin  this 
operation  in  the  case  of  civil  servants.  It  strikes  one  that  the  general 
idea  of  such  subsidies  is  not  especially  new,  and,  if  memory  is  not 
at  fault,  has  been  emphatically  condemned  by  experience.  The 
paper  upon  "Individuology" — ^supposedly  this  etymological  mongrel 
is  taken  because  of  the  hopeless  form  of  the  genuine  Greek  com- 
pound— is  a  rather  pretentious  and  whimsical  production.  It  works 
out  into  a  series  of  remarks  about  the  essentiality  of  like  marrying 
like,  which,  at  least  in  their  form,  approach  banality.  We  learn  that 
"the  large  woman  [physically]  is  never  really  happy  with  the  small 
man,  she  would  really  have  liked  a  man  large  enough  to  be  big  to 
her,"  etc.  A  little  preliminary  supervision  of  papers  of  this  order 
would  leave  the  society's  records  at  least  more  dignified  of 
appearance. 

The  papers  of  Reid  and  especially  of  Professor  Thomson  arc 
excellent ;  they  are  too  good  to  be  presented  here  in  brief  selections. 
Briefly,  Dr.  Reid  wishes  to  modify  Galton's  policy  of  promotion  of 
eugenic  unions  into  a  discouragement  of  kakogenic  marriages,  and 
although,  as  is  pointed  out,  the  one  method  really  implies  the  other, 
it  is  a  less  difficult  matter  to  begin  with  negative  and  more  concrete 
measures.  The  article  is  full  of  information  and  ideas  for  him  who 
is  interested  in  social  evolution.  Professor  Thomson's  lecture  is  a 
powerful  treatment  of  the  several  definite  evolutionary  factors — 
variation,  heredity,  and  so  on — in  their  application  to  human 
society.  "My  general  position,"  says  Professor  Thomson  (pp. 
184-185),  "is  that  when  we  pass  from  organisms  to  himian  soci- 
eties, the  whole  venue  changes  so  much  that  we  have  to  be  very  care- 
ful in  our  application  of  biological  formulae.     ( i )  Thus  in  regard 
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to  processes  of  selection,  we  have  to  recognize  the  interventicm  of 
rational  selection  as  an  accelerant  or  as  a  brake  on  natural  selection. 
(2)  When  a  society  deliberately  sets  to  work  to  select  discriminately 
among  the  individualities  which  make  up  its  own  body  politic^  we 
have  to  do  with  an  infinitely  subtler  process  than  that  observed  when 
a  breeder  selects  in  his  stock,  or  when  the  physical  environment 
eliminates  the  ill-adapted  members  of  a  race.  (3)  There  is  in 
human  affairs  a  much  more  prominent  occurrence  of  inter-group, 
inter-societary,  or  inter-racial  selection,  which  introduces  fresh  com- 
plexities,, e.  g,,  that  in  the  conflict  of  races  the  apparent  victors  seem 
sometimes,  in  some  measure,  conquered  by  the  vanquished." 

It  is  unnecessary  to  go  into  the  details  of  these  papers,  especially 
since  comments  upon  the  general  subject  of  Eugenics  have  been  pre- 
viously made  in  this  Review.  But  the  conviction  that  presses  home 
upon  the  reader  is  that  the  discussion  of  these  subjects,  as  carried 
forth  in  so  able  a  manner  by  the  Society's  members,  lacks  an  impor- 
tant background,  namely,  an  understanding  of  what  can  and  cannot 
be  done  with  human  groups,  and  of  how  past  modifications  in  group- 
ways  have  been  brought  about.  In  other  words,  there  seems  to  be 
too  little  of  that  solid  basis  of  understanding  of  societary  life  which 
appears  in  the  recent  volume  on  the  "Folkways,"  by  Professor 
Sumner. 

Following  the  articles  mentioned,  comes  a  paper  by  Professor 
Geddes,  continuing  his  discussions  in  Volumes  I  and  II  of  the 
Papers :  A  Suggested  Plan  for  a  Civic  Museum  (or  Civic  Exhibi- 
tion) and  its  Associated  Studies.  Mr.  Crawley  adverts  briefly  to  the 
Origin  and  Function  of  Religion,  regarding  the  institution,  as  some 
denominate  it,  rather  as  "a  psychic  tone,  temper,  or  diathesis."  Pro- 
fessor Wenley  of  the  University  of  Michigan  informs  the  society  as 
to  the  nature  and  program  of  sociological  teaching  in  the  United 
States ;  Mr.  Wesselitsky  treats  of  The  Russian  Revolution  in  enlight- 
ening fashion ;  Mr.  W.  H.  Beveridge  speaks  of  The  Problem  of  the 
Unemployed;  and  Mrs.  Sidney  Webb  of  Methods  of  Investigation. 
This  list  is  given  in  full  to  indicate  the  scope  of  the  Society's 
reflections. 

The  last  paper  is  a  characteristic  flight  of  Mr.  H.  G.  Wells :  The 
So-called  Science  of  Sociology.  Mr.  Wells  finds  that  sociology  will 
acquire  a  "literature,  but  it  will  not  be  a  science."  He  thinks  the 
function  of  the  science  is  to  build  social  Utopias ;  if  this  is  the  case,  a 
great  mistake  was  made  in  not  constituting  Mr.  Wells  Perpetual 
President  of  the  Society.     His  paper  is  largely  metaphysical  in  its 
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treatment,  and  is  no  more  valuable  than  any  other  such  jeu  d'espriL 
Very  aptly,  Mr,  G,  Bernard  Shaw  is  one  of  those  who  comment  tipon 
Mr,  Wells^s  effort;  and  he  utilizes  his  well-known  cleverness  of 
expression  to  give  the  latter  several  picturesque  *Mtgs/' 

On  the  whole,  the  three  vohimes  of  Papers  now  printed  are  a 
disappointment.  There  has  been  a  great  deal  of  highest  valtie  upon 
Eugenics  and  kindred  subjects,  and  a  few  articles  of  note  upon  other 
topics,  but  the  whole  is  very  one-sided  and  uneven  in  worth.  There 
has  not  been,  apparently,  enough  supervision  of  papers,  that  slight 
eflForts  might  be  excluded*  That  sociology  has  profited  much  in 
standing  or  content  through  these  publications  does  not  appear. 
The  discussions  have  often  surpassed  the  set  articles  in  suggestive- 
ness  and  general  worth ;  if  the  Papers  are  ever  to  be  metamorphosed 
into  a  Journal,  as  is  announced,  it  is  hoped  tliat  these,  at  least,  will 
not  be  sacrificed, 
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Money  and  Currency.     By  Joseph  French  Johnson.     Boston :  Ginn 
&  Company,  1905 — pp.  x,  398. 

There  are  already  so  many  good  treatises  on  money  that  one 
hardly  looks  for  much  originality  !n  a  new  book  on  the  subject. 
Nevertheless,  Professor  Johnson  has  succeeded  in  presenting  the 
fundamental  principles  of  money  and  currency  in  a  decidedly 
interesting  and  original  manner.  His  style  is  clear  and  readable,  and 
his  combination  of  theoretical  principles  and  historical  example  is 
very  successful.  Whetlier  student  or  layman,  the  reader  cannot  fail 
to  be  interested.  Especially  clear  are  the  chapters  on  Foreign 
Exchange  and  on  Production  and  Value  of  the  Precious  Metals. 
The  chapter  on  Credit  Money  and  the  critical  description  of  the 
monetary  system  of  the  United  States  also  deserve  high  praise. 

In  view  of  the  many  excellencies  of  this  book,  it  is  doubly  regret- 
table tliat  the  author's  adherence  to  the  quantity  theory  has  led  him 
into  errors  which  cannot  be  passed  by  without  serious  criticism. 

Professor  Johnson's  treatment  of  bimetallism  is  far  from  satis- 
factory. His  theoretical  discussion  is  superficial  and  ahnost  wholly 
in  favor  of  the  bimetallist.  Moreover,  he  sees  nothing  in  the  mone- 
tary history  of  the  world  to  cast  doubt  on  the  practicability  of  inter- 
national bimetallism.  His  discussion  of  facts  is  interesting  but  by 
no  means  warrants  the  conclusion  that  "If  there  were  certainty  that 
the  production  of  gold  and  silver  in  the  future  would  proceed  on 
lines  resembling  those  of  the  past,  we  should  be  justified  in  the  con- 
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elusion  that  bimetallism  is  theoretically  and  practically  feasible  if 
maintained  at  a  given  ratio  by  several  powerful  nations" ;  nor  the 
further  optimistic  conclusion  that  "no  serious  ill  eflfects  would  follow 
an  attempt  at  international  bimetallism,  even  though  the  supply  of 
one  metal  increase  so  rapidly  as  to  drive  the  other  entirely  out  of 
use.  .  .  .  The  bimetallist  is  convmced  that  the  second  result 
would  not  take  place,  and  the  monometallist  could  not  complain  if  it 
did."  (p.  221.)  The  last  statement  is  remarkable  in  view  of  the 
writer's  clear  presentation  of  the  evils  of  a  depreciating  money 
standard  (pp.  150-151). 

But  it  is  in  the  subjects  of  light-weight  coin  and  fiat  money  that 
the  evil  effects  of  the  quantity  theory  are  most  clearly  seen.  Pro- 
fessor Johnson  holds  that  any  amount  of  debasement  of  the  coin  will 
not  affect  prices  so  long  as  there  is  free  coinage,  because  no  one  will 
bring  metal  to  the  mint  unless  the  demand  for  money  is  so  great  that 
the  utility  of  the  light  coin  is  equal  to  the  utility  of  the  metal  which 
must  be  surrendered  for  it.  This  is  perfectly  true,  so  long  as  people 
are  bringing  metal  to  the  mint ;  but  the  important  question  is,  how 
far  could  the  coins  be  debased  before  the  bringing  of  metal  to  the 
mint  would  entirely  cease?  Obviously  only  to  the  point  where  the 
seigniorage  was  just  equal  to  the  added  utility  given  to  metal  by  the 
coining  process.  The  author  thinks  this  point  would  not  be  reached 
even  though  the  seigniorage  were  100  per  cent. ;  in  other  words,  that 
people  would  freely  surrender  gold  for  irredeemable  paper  "dollars." 
The  error  comes  from  an  exaggerated  idea  of  the  importance  of 
coinage.  Gold  was  a  medium  of  exchange  before  coinage  was 
invented.  It  is  the  medium  of  international  exchange  to-day.  We 
may  be  sure  that  it  would  take  only  the  slightest  debasement  to  put  a 
stop  to  the  free  coinage  of  gold  and  to  lead  men  to  devise  ways  of 
using  their  gold  directly  in  exchange. 

Professor  Johnson's  attitude  on  this  subject  is  shown  clearly  in 
the  statement  (p.  190)  that  if  the  government  should  recoin  all  the 
gold  money,  making  the  coins  10  per  cent,  lighter  than  the  present, 
and  issue  only  90  per  cent,  of  the  new  coins,  holding  the  rest  in  the 
treasury,  the  stock  of  money  would  not  be  increased  and  conse- 
quently prices  would  not  be  affected.  Regarding  such  a  statement 
comment  hardly  seems  necessary. 

From  this  point  it  is  only  a  step  to  the  further  conclusion  that  fiat 
money,  having  no  intrinsic  value  and  not  even  being  a  promise  to  pay 
anytliing  of  value,  may  be  exactly  as  good  as  gold  and  be  as  freely 
accepted  in  exchange  for  goods,  provided  only  the  quantity  issued  is 
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no  greater  than  the  quantity  of  gold  fonnerly  used  as  money.  This 
is  exactly  the  author's  position  (see  pp,  180-191  and  ch,  XIII).  His 
theoretical  argument  is  meager,  the  subject  being  treated  dTiefly  by 
way  of  a  study  of  historical  experience  with  fiat  money.  He  main- 
tains that  the  depreciation  of  the  greenback  was  wholly  due  to  the 
disturbance  of  equilibrium  between  the  demand  for  money  and  its 
supply.  The  withdrawal  of  a  large  part  of  the  population  from 
business,  together  with  Uie  separation  of  the  Soutliern  States, 
reduced  the  demand  for  money.  The  issue  of  greenbacks  and  other 
kinds  of  paper  money  greatly  increased  the  supply,  even  after  all 
the  gold  had  been  driven  out  of  circulation.  Hence  the  rise  of 
prices,  which  is  to  be  attributed  not  at  all  to  the  character  of  the 
greenbacks  as  irredeemable  paper  money. 

In  support  of  this  contention,  the  author  presents  figures  and 
diagrams  (pp.  278-286)  which  are  interesting  but,  as  he  himself 
admitSf  by  no  means  conclusive.  The  remarkable  correspondence 
betw^een  the  level  of  prices  and  the  quantity  of  money  is  easily 
shown,  but  this  is  no  proof  that  the  former  is  the  result  of  the  latter. 
Indeed,  on  careful  examination,  the  author's  figures  seem  to  offer 
some  proof  to  the  contrary.  For  instance,  the  diagrams  given  show 
that  the  supply  of  money  in  1863  was  just  equal  to  tlie  supply  in 
1870  ($400,000,000).  The  price  level  was  also  practically  the  same 
at  t!ie  two  dates  (the  index  number  being  about  140),  According 
to  the  author's  theory  of  price,  this  could  be  true  only  in  case  tlie 
demand  were  also  the  same.  As  a  matter  of  fact,  and  according  to 
the  author's  own  statement,  the  demand  was  unusually  small  in  1863 
(see  p*  276),  whereas  it  was  "increasing  enormously**  at  the  latter 
date  (see  p,  282).  Why  then  were  prices  not  decidedly  lower  in 
1870? 

Again,  the  author  involves  himself  in  contradiction  in  explaining 
the  fall  of  prices  from  1874  to  the  resumption  of  specie  payments  in 
1879,  when  the  greenbacks  finally  reached  par.  The  natural 
explanation  is  that  President  Grant's  veto  of  the  inflation  bill  in 
1874  and  the  passage  of  the  resimiption  act  in  1875  gave  assurance 
of  the  probable  ultimate  redemption  of  the  greenbacks,  the  prob- 
ability increasing  gradually  as  the  plans  of  the  treasury  matured 
and  the  date  set  for  redemption  approached.  This  the  author  does 
not  admit.  He  finds  the  explanation  mainly  in  two  facts:  (i)  that 
no  doubt  of  the  greenbacks'  purchasing  power  now  remained,  a  doubt 
which  '*had  practically  disappeared  long  before  the  Resumption 
Act  was  passed'';   and  (2)  that  the  depression  of  1874*1878  had 
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caused  an  unusual  demand  for  money  and  so  a  fall  in  prices  (p.  283). 
Yet  on  the  very  next  page  we  meet  the  statement  that  "The  amount 
of  'hand-to-hand'  money  (distinguished  by  the  author  from  credit 
currency)  that  a  country  will  absorb  depends  very  much  on  the 
prosperity  of  the  people,  being  undoubtedly  larger  in  good  times  than 
in  dull." 

To  present  positive  evidence  that  the  high  prices  from  i860  to  1879 
were  due  to  the  inferior  quality  of  the  irredeemable  paper  money  is 
outside  the  purpose  of  this  review,  and  is  wholly  unnecessary  in  view 
of  the  many  works  on  that  subject,  notably  W.  C.  Mitchell's  "His- 
tory of  the  Greenbacks."  Neither  do  we  need  to  examine  the 
author's  discussion  of  the  fiat  money  experience  of  other  nations. 
No  nation  can  ever  succeed  in  giving  value  to  fiat  money  apart  from 
the  only  possible  sources  of  value  of  such  money ;  namely,  ( i )  the 
intrinsic  value  of  the  material  of  which  the  money  is  composed,  (2) 
its  utility  in  paying  debts  already  contracted,  (3)  its  utility  in  paying 
taxes  and  other  dues  to  the  government,  and  (4)  the  hope  that  it  will 
ultimately  be  redeemed.  No  mere  need  for  a  medium  of  exchange 
can  add  to  the  value  obtained  from  one  or  more  of  these  sources,  or 
give  value  when  these  sources  are  wanting.  It  is  to  be  noticed  that 
Professor  Johnson  does  not  advocate  the  adoption  of  fiat  money, 
although  he  urges  its  theoretical  advantages  and  believes  that  the 
matter  of  its  practicability  is  at  least  an  open  question  (p.  313). 

Such  errors  as  these  are  too  serious  to  be  balanced  by  the 
admirable  presentation  of  the  general  principles  of  a  subject  on 
which  there  were  already  so  many  good  books. 

FRED  ROGERS  FAIRCHILD. 
Yale  University. 
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RECENT  LITERATURE. 

The  C%t%Bef%*s  Part  in  Goifemment,  By  Elihu  Root,  Secretary  of 
State.  (Yale  Lectures  on  the  Responsibilities  of  Citizenship.)  New 
York:  Charles  Scribner's  Sons,  1907 — pp.  123,  The  many  Ameri- 
cans who  have  fallowed  Mr.  Root's  legal  and  political  career  with 
admiration  will  find  in  this  Httle  volume  another  evidence  of 
his  superior  ability.  Scholars  will  greet  it  as  a  substantial  contribu- 
tion to  the  literature  on  the  principles  and  practices  of  popular 
government,  and  the  man  in  the  street  or  in  the  fields  will  be  inter- 
ested and  stirred  by  its  forceful  appeal  to  his  patriotism.  The 
author  discusses  the  task  of  the  governing  body  in  a  democracy,  the 
function  of  political  parties,  the  duties  of  the  citizen  as  a  member  of 
a  political  party,  and  the  grounds  for  encouragement  as  we  face  the 
future.  A  few  extracts  will  illustrate  the  temper  of  the  book, 
*'Our  political  system  has  proved  successful  under  simple  conditions- 
It  still  remains  to  be  seen  how  it  will  stand  the  strain  of  the  vast  com- 
plication of  life  upon  which  we  are  now  entering.**  ^'The  art  of 
self-government  does  not  come  to  men  by  nature.  It  has  to  be 
learned;  facility  in  it  has  to  be  acquired  by  practice/'  ^'Doubtless 
there  have  been  abuses  in  raising  and  applying  campaign  funds ;  but, 
in  the  main,  there  is  no  more  useful  expenditure  of  money  from  the 
public  point  of  view  than  this,"  ''In  politics,  as  in  everything  else, 
a  man  ought  to  be  thinking  about  his  work,  and  not  about  what  he  is 
going  to  get  out  of  IV*  **In  the  whole  field  of  popular  government 
I  am  convinced  that  one  of  the  plainest  duties  of  citizenship  is  bop^ 
fulness,  and  that  pessimism  is  criminal  weakness/* 


Selected  Readings  in  Economics.  By  Charles  J.  Bullock.  Bos- 
ton: Ginn  &  Company,  1907,  $2.25 — pp.  ix,  705,  After  a  number 
of  volumes  on  distinct  topics  (trusts,  trade  unionism,  public 
finance),  in  the  series  of  "Selections  and  Documents"  edited  by 
Professor  Ripley,  appears  this  substantial  volume  on  genera!  eco- 
nomics. It  enters  a  field  which  a  number  of  fairly  good  text-books 
are  disputing,  but  it  offers  a  variety  of  st>'le,  of  viewpoint  and  of 
matter,  which  none  of  them  can  give^  and  should  be  a  useful  supple- 
ment to  them  or  to  a  course  of  general  lectures  on  the  subject.  It 
offer'*  comparatively  little  on  economic  theorj\  and  few  teachers  will 
question  the  wisdom  of  the  compiler  in  restricting  his  selections  on 
that  side  of  the  subject  to  a  minimum.     It  makes  substantial  contri- 
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butions,  however,  to  the  literature  for  class  use  in  applied  economics, 
the  side  which  has  been  most  seriously  n^lected  in  the  past.  It  has 
excellent  selections  on  manufactures  and  trade,  and  articles  distinctly 
less  satisfactory  on  agriculture.  It  covers  a  multitude  of  other  sub- 
jects. Every  teacher,  probably,  will  miss  some  favorite  readings  of 
his  own,  and  will  question  the  claims  of  other  matter  that  has 
crowded  them  out,  but  every  teacher  will  find  in  the  book  some 
material  that  he  will  be  very  glad  to  have  available  for  the  use  of  his 
students. 

Railway  Problems.  Edited,  with  an  introduction,  by  William  Z. 
Ripley.  Boston :  Ginn  &  Company,  1907 — ^pp.  32,  686.  The  most 
noteworthy  feature  of  this  volume,  compiled  by  the  editor  of  the 
series  of  "Selections  and  Documents,"  is  its  application  of  the  ''case 
system"  to  the  study  of  modem  railroad  problems.  Half  of  the  vol- 
ume is  composed  of  decisions  of  the  Interstate  Commerce  Commis- 
sion, abridged  for  the  purposes  of  the  student  of  economics.  It 
would  be  hard  to  find  better  material  for  the  training  of  vigorous 
young  minds.  Teachers  of  other  subjects  may  well  envy  this  collec- 
tion of  principles  and  problems,  and  teachers  of  railroad  economics 
must  itch  to  begin  work  upon  it.  The  remainder  of  the  volume  is 
more  ordinary  in  character,  but  is  first-rate  of  its  kind.  It  comprises 
Adams'  Chapter  of  Erie,  selections  frcwn  Miss  Tarbell,  White  and 
Hudson,  a  number  of  review  articles  on  the  principles  and  practice 
of  railway  administration  and  legislation,  and  brief  selections 
describing  conditions  in  England,  France  and  Germany.  Alto- 
gether, the  book  is  admirable. 

American  Finance.  Part  First — ^Domestic.  By  W.  R.  Lawson. 
Edinburgh  and  London:  William  Blackwood  and  Sons,  1906 — ^pp. 
vi,  391.  This  book  is  an  interesting  description  and  criticism  of  the 
American  financial  system,  written  by  a  well-known  English  writer, 
and  directed  to  American  readers.  The  book  is  frankly  popular 
and  does  not  pretend  to  be  a  contribution  to  our  knowledge  on  the 
subject.  The  author's  style  is  breezy  and  his  treatment  somewhat 
superficial,  but  the  book  is  well  written  and  decidedly  interesting. 
The  author  possesses  a  clear  and  sympathetic,  if  not  ver>'  profound, 
understanding  of  American  financial  institutions,  and  his  attitude 
is  remarkably  broad-minded  and  fair.  He  iinds  much  to  commend 
and  also  much  to  criticise  in  our  financial  system.  Of  special 
interest  to  the  American  reader  is  the  account  of  our   inflated 
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currency,  the  criticism  of  our  bond-secured  bank  notes,  and  the 

judgment  of  our  independent  treasury.  The  author  is  much 
impressed  v^ith  the  "bigness'*  of  everything^  American,  and  his  evi- 
dent desire  to  do  full  justice  to  the  large  scale  on  which  American 
financial  operations  are  carried  on  leads  him  into  frequent  exaggera- 
tions, both  of  our  virtues  and  of  our  failings.  In  the  main  the 
author  is  inclined  to  judge  American  institutions  very  favorably; 
too  favorably,  at  times,  as  in  his  treatment  of  the  greenbacks.  But 
he  sees  danger  ahead  in  otir  inflated  credit  system,  our  tendqicy  to 
reckless  speculation,  the  enormous  power  which  concentration  of 
wealth  has  put  into  irresponsible  and  unscrupulous  hands,  and  the 
wasteful  way  in  which  we  are  exhausting  our  natural  resources* 


I 


Factory  Legulution  in  Penmylvania:  Its  History  and  Administra- 
tion, By  J-  Lynn  Barnard,  Publications  of  the  University  of  Penn- 
sylvania, Philadelphia:  The  John  C.  Winston  Co.»  1907^ — pp*  xi, 
178.  Labor  legislation  in  the  United  States  being  in  the  hands  of  the 
State  governments,  the  experiences  of  the  more  important  industrial 
States  must  be  studied  independently  before  we  can  have  a  complete 
history  of  American  factory  legislation.  This  work  is  being  carried 
on  to-day  with  considerable  energy^  stimulated  by  the  assistance  of 
the  Carnegie  Institute.  Already  the  histories  of  the  factory  or  labor 
laws  of  the  important  States  of  Massachusetts,  New  York,  and 
Connecticut  have  appeared,  and  others  are  likely  to  follow  soon. 
Something  more  than  half  of  the  present  work  (pp.  1-105)  is 
devoted  to  a  history  of  the  enactment  of  the  factory  laws  of  Penn- 
sylvania, beginning  with  the  first  ineflFectual  attempt  in  1824.  The 
most  interesting  part  of  the  book  is  Part  II  (pp.  107-163),  which 
contains  a  critical  analysis  of  the  present  law  with  a  discussion  of 
administration  and  results.  Though  great  progress  has  been  made, 
Pennsylvania  is  still  far  behind  the  standard  set  by  Massachusetts 
and  New  York,  as  regards  both  the  legislation  and  its  administration. 
The  evil  effects  of  carelessly-drawn  statutes  and  political  administra- 
tion are  clearly  shown. 


The  Declaration  of  Independence:  its  History,  By  John  H. 
Hazelton,  New  York:  Dodd,  Mead  &  Company,  1906 — pp*  xii, 
629.  Seldom  has  there  appeared  a  more  painstaking  and  laborious 
monograph  in  American  history.  The  evidence  of  documents  and 
of  other  sources  such  as  diaries,  letters,  manuscripts,  is  quite  too 
abundant  to  make  this  volume  either  easy  or  attractive  reading. 
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The  author  is  bent  on  looking  at  the  very  minutiae  of  evidence  in  the 
eyes  of  his  reader.  He  writes  like  an  annalist  from  year  to  year, 
and  seldom  allows  himself  the  level  of  a  generalization.  The  bode 
is  a  storehouse  of  historic  material.  It  should  help  settle  many  a 
small  question  of  fact  regarding  the  Declaration.  As  a  whole  it  is 
unreadable.  Most  people  resent  being  taken  into  a  workshop,  and 
the  author's  workshop  is  apparent  on  every  page.  The  text  of  292 
pages  is  supplemented  by  an  appendix,  pp.  295-359.  Here  there  is 
a  really  useful  comparison  of  seven  drafts  of  the  Declaration,  begin- 
ning with  the  parchment  copy  in  the  Department  of  State.  "Notes 
to  Text"  occupy  pp.  363-588.  These  are  followed  by  "Notes  to 
Appendix,"  pp.  591-603,  and  by  a  "Key"  needed  to  explain  the 
elaborate  method  of  reference.    There  is  an  index. 

La  Crise  Viticole  et  la  Viticulture  Miridionale  (jgoo-ipo/).  By 
Frederic  Atger.  Paris:  V.  Giard  et  E.  Briere,  1907,  2  fr. — pp. 
131,  7  graphic  charts.  Students  who  are  interested  in  the  crisis  of 
the  wine  industry  of  southern  France  will  find  a  useful  stunmary  of 
the  situation  in  this  little  book,  which  is  one  of  the  series  "Etudes 
economiques  et  sociales  publiees  avec  le  concoiirs  du  College  libre 
des  Sciences  sociales."  The  author  examines  the  economic  and 
technical  factors  in  the  crisis,  and  criticises  the  remedies  proposed. 
He  supplies  excellent  charts,  such  as  those  bound  up  with  Levas- 
seur's  L' Agriculture  aux  Etats  Unis,  to  illustrate  conditions,  and 
appends  a  bibliography  of  two  pages. 

Recent  British  Legislation  affecting  Workingmen,  Forming 
Part  II  of  the  Annual  Report  for  1907  of  the  Massachusetts  Bureau 
of  Statistics  of  Labor.  Boston:  Wright  &  Potter  Printing  O)., 
1907 — ^pp.  202.  This  report  was  prepared  for  the  assistance  of  the 
Massachusetts  legislature  in  connection  with  certain  proposed  labor 
legislation.  It  contains  the  text  of  the  Report  of  the  Royal  Com- 
mission on  Trade  Disputes  and  Combinations  presented  January  15, 
1906 ;  a  chronological  survey  of  legislation  affecting  the  legal  status 
of  trade  unions  (1824-1906)  with  the  text  of  the  principal  acts;  and 
the  text  of  the  Workmen's  Compensation  Act  of  1906.  Its  value 
consists  in  making  this  material  somewhat  more  available  for 
American  readers. 

Die  Geldverfassung  und  das  Notenbankwesen  der  Vereinigten 
Staaten,    Von  Adolf  Hasenkamp.    Jena:   Gustav  Fischer,  1907 — 
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pp,  213,  American  money  and  banking  offer  a  most  attractive  6eld 
to  the  investigator,  a  field  which  has  of  late  been  commanding  no 
little  attention  from  European  writers.  The  present  work  will 
probably  offer  little  to  American  readers  which  may  not  t>e  more 
easily  obtained  from  American  books.  The  author  is  familiar  with 
the  recognized  sources  of  American  financial  history,  and  his  work 
has  been  carefully  and  thoroughly  dane« 

Contrasts  in  Social  Progress.  By  E,  P.  Tenney.  New  York; 
LongmanSj  Green,  &  Co.,  1907 — ^pp,  xvi,  415.  This  book  is  another 
attempt  to  harmonize  evolution  and  religion,  *'In  the  divine 
creative  work  the  several  parts  appear  to  be  so  correlated  that  the 
method  of  evolution,  which  unquestionably  availed  in  the  physical 
development  of  man,  seems  to  be  the  law  observed  in  man*s  moral 
evolution  and  in  God's  spiritual  kingdom  on  earth;"  The  series  of 
** contrasts"— in  civic  condition,  home-building,  education,  literature, 
moral  thought,  altruistic  service,  *' self -extending  altruistic  power/* 
etc.,  is  calculated  to  bear  out  the  above  principle.  A  great  deal  of 
study  has  been  put  into  this  volume  and  there  is  much  matter  in  the 
contrasts.  A  number  of  authorities  have  given  their  attention  to  the 
work,  which  includes  not  a  few  notes  by  Professor  Hopkins  of  Yale, 
and  others.  The  standpoint  is  decidedly  anthropocentric,  and  there 
is  an  irritating  echo  of  pulpit  oratory  in  the  many  interrogative 
sentences.  Except  for  its  collection  of  facts  the  book  is  of  little 
value  to  the  social  scientist. 


» 


Alcohol — the  Sanction  for  its  Use,  Translated  from  the  German 
of  Dr.  J,  Starke.  New  York :  G.  P.  Putnam's  Sons,  1907 — pp.  xx» 
317.  The  purpose  of  this  book  is  twofold:  (i)  to  revise  the  com- 
monly accepted  views  regarding  the  use  of  alcohol,  (2)  to  set  forth 
the  effects  of  its  moderate  use  on  the  basis  of  modern  scientific 
factSf  especially  those  of  physiology.  The  author  claims  that  his 
investigations  were  colored  neither  by  a  weakness  for  alcohol  nor  by 
a  prejudice  against  it.  The  results  of  his  study  convinced  the 
writer  that — **There  is  nothing  in  medical  experience  which  speaks 
against  the  moderate  use  of  good  alcoholic  drinks  by  the  public,  but 
much  that  speaks  in  favor  of  it." 

The  Good  Neighbor  in  the  Modern  City.  By  Mary  E.  Richmond, 
Philadelphia  and  London:  J,  B.  Lippincott  Company,  1907 — pp, 
ix,  152.     In  this  little  book  tlie  author's  endeavor  is  to  point  out  the 
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duty  of  the  individual  to  those  with  whom  he  comes  or  should  come 
in  contact.  In  the  village  community  this  was  a  fairly  simple 
matter,  since  mutual  acquaintance  was  quite  general  throughout 
the  town.  But  with  the  growth  of  the  great  city,  society  has  become 
stratified,  and  the  average  individual  is  brought  into  contact  with  but 
few  who  are  not  on  the  same  social  level  with  himself.  Rapid  transit 
and  the  telephone  have  been  responsible  for  much  of  this  separation. 
To  emphasize  the  fact  that  neighborhood  means  somediing  more 
than  nearness,  the  duty  to  ♦the  child,  the  worker,  the  tenant,  the 
vagrant  and  the  sick  is  made  clear.  Everyone  who  makes  a  pur- 
chase influences  the  lives  of  those  who  make  or  distribute  the  wares. 
The  consumer  should  not  shrink  from  these  responsibilities.  The 
landlord  who  empowers  ai^  agent  to  collect  rent  on  property  which 
he,  as  owner,  has  never  seen,  is  surely  not  a  good  neighbor  to  his 
tenants.  In  the  administration  of  relief  the  plea  is  made  for  a  return 
to  the  earlier  and  more  satisfactory  method  of  village  helpfulness. 
This  is  to  be  gained  by  the  district  conmiittee  which  shall  become 
intimate  with  the  needs  of  a  comparatively  small  section  of  the  city. 
A  chapter  which  should  prove  its  usefulness  is  the  one  devoted  to  the 
contributor.  In  this  are  outlined  the  rules  which  should  govern  the 
contributions  made  to  charity  by  the  busy  man  of  means.  Much 
foolish  and  injurious  giving  could  be  avoided  by  a  careful  reading 
of  this  portion  and  following  the  advice.  The  dangers  which  may 
attend  perpetual  endowments  are  clearly  stated.  That  the  book  is 
not  intended  to  be  read  and  then  tucked  away  in  a  library  but  to  be 
kept  for  ready  reference  is  evident  from  the  vacant  leaves  at  the 
end  reserved  for  the  addresses  and  telephone  numbers  of  those 
agencies  which  will  be  most  needed  in  neighborly  work.  As  a  dis- 
tinct contribution  to  knowledge  the  book  will  not  take  rank,  but  as 
a  safe  guide  and  inspiration  to  the  kindly  impulses  of  the  individual 
it  will  find  its  place,  and  this  seems  to  be  the  purpose  for  which  it 
was  written. 
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